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PART I. 

" Per Astra ad Aspera." 



INTRODUCTION. 

Before 1873 all Silver Currencies were 
stable currencies. 

Before 1873 countries with a depreciating 
standard were looked upon as afflicted either 
by bad Government, poverty or dishonesty. 

There never was then any difference of 
opinion as to a falling measure of value being 
a disadvantage and often even a dishonour to 
a country. At that time it entered nobody's 
mind ever to think otherwise than that the 
measure of value, because affecting more 
deeply the general daily life and welfare than 
anything else, should be the most stable 
possible. 

Since 1873 actions of foreign Govern- 
ments in which the Silver Countries had no 
say at all and over which they had no control 
have, thus quite accidentally, made all 
Currencies based on a Silver Standard into 
greatly depreciating currencies. 

The closing of the Indian Mints intensified 
the depreciation. < 

The effects of the Silver Standard became 
prominent. 
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PRICES. 



The expression of a depreciating standard 
is, of course, rising prices. 

Up to the closing of the Indian Mints 
prices had on the whole not much risen in 
Silver countries — they had fallen in Gold 
countries. It was, not what is known as the 
quantity theory of money, but the strength of 
resistance of the many hundred millions of 
silver using consumers which made the inevi- 
table adjustment take that shape. 

Things altered with the closing of the 
Indian Mints. 

The strength of the Silver countries 
reduced by the nearly 300 millions of India 
was broken and no longer sufficient to achieve 
the previous results. Perhaps the natural 
limit of low prices had accidentally been 
reached at the same time. Anyhow, prices in 
Gold Countries were no longer forced down 
through the unwittingly concerted resistance 
of the Silver Countries. Henceforth prices 
rose in Silver Countries with mathematical 
regularity proportionate to each fall in the 
gold price of silver. 

The depreciation of Silver commenced in 
earnest. And this was doubly serious for 
places like the Straits and Native States, 
because the prices of Indian commodities 
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which form a great part of the wants of a 
good portion of the population were affected. 

The main staple food of the Native — Rice 
— became a gold commodity and henceforth 
also rose as Silver fell. 

The closing of the Indian Mints has to a 
great extent done for prices in Gold countries 
what the Bimetallists claimed reinstating 
Silver alone could do. 

But to the countries still adhering to 
Silver it gave very pronouncedly higher prices 
all round, 

THE WAGE EARNER. 



If the labourer is worth his hire and 
if that is to mean a steady and stable income 
the labourer no longer gets that hire since 
the closing of the Indian Mints. Ever since 
then prices have risen and the standard of 
living was bound to decline unless Wages 
rose proportionately, which in most cases 
they did not. 

Partly, the employer would not and 
partly he could not increase the wages 
adequately. The income of many wage 
payers had from the same causes been re- 
duced or disappeared. When wages could 
not be raised or sufficiently raised the stan- 
dard of living needs must become lower. 



PAKT I. 

4 The Wage Earner. 

If prosperity and advance are marked by 
a general higher standard of living, we are 
neither prosperous nor have we advanced 
since the closing of the Indian Mints. Since 
then the standard of living bas on the whole 
not only not advanced but considerably 
declined out here. 

The welfare of the wage-earning classes 
has with but few exceptions considerably 
deteriorated. 

The exceptions are those with Gold 
salaries and a few others. 

And these exceptions have only made 
less fortunate wage earners feel their posi- 
tion the more keenly and has led to dis- 
satisfaction and discontent, envy and class- 
hatred, not the lenst regrettable effect of 
the system. 

Anyhow for the great majority the peace 
of mind and ease which they had formerly 
under a stable income have given way to 
painful economy, poor living, and in a great 
degree to poverty. Naturally, because prices 
were constantly rising and wages did not 
follow in proportion. The ignorant Native 
had nothing left but to suffer silently not 
understanding or being aware that any change 
was going on except that from some cause 
beyond his comprehension his income was 
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steadily diminishing till poverty stared him in 
the face. 

It cannot be wondered that roguery is 
prevalent and corruption rife ; they are a 
corollary of the system. 

There is no doubt a great deal of misery. 
The price of rice, the main food of the Native 
was $110 on 1st December, 1892 and §190 on 
1st December 1902; with Gold the prices 
would have been $110 and §101 respectively. 

Mr. Bryan's "Cross of Silver to which 
they have nailed humanity " does exist as 
regards the ignorant and practically dumb 
Native labourer wherever his wages are paid 
in Silver. 



TRADE. 



The effects of the Silver Currency on 
local trade have been increasing disturbances, 
often amounting to paralysis, inducement to 
speculation, unnecessarv extra difficulties in 
carrying on business, shaken confidence, crea- 
ting of distrust, all leading to trade being 
hazardous, difficult, or unprofitable. 

Bach serious rise of prices has led to a 
comparative stand-still of import business, 
often paralysing it for a time. This delay in 
purchases affected weak holders, often leading 
to their detriment, to forced realisation before 
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the adjustment in prices had taken place, in 
this way preventing general healthy business. 

Speculation in exchange was at times re- 
sorted to, to counteract what was considered 
an impending fall or rise of exchange. If 
the speculator was successful he could for the 
time being undersell or out-bid his non- 
speculating neighbour and thus disturb legiti- 
mate trade. If the gamble failed, his own 
situation was aggravated, re-acting on the 
genera] state of trade. 

To the legitimate trader each one transac- 
tion ^because when a commodity was sold or 
bought gold had simultaneously to be bought 
or sold) became two transactions involving a 
great deal of extra labour, attention and worry. 
Each sale of Manchester goods meant, in order 
to keep straight, a concurrent sale of Silver. 
And this sale of Silver because it had to be a 
" forward sale," had to be effected at an 
extra cost. This extra cost, unknown before, 
inherent to the " new" system ultimately had 
clearly to be paid for by the producing coun- 
tries amongst which are the Native States and 
is thus a tax on their produce amounting to a 
barrier to their progress. A table is attached, 
Appendix A, showing the trade of 1868 and 
1901. A dissection of the figures will, it is 
believed, show that many countries who use 
the Straits as an entrepot do not any longer 
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give the Straits that share of their whole 
trade which they did in 1869; also that the 
increase of trade done by the Straits since 
1869, very large as it appears especially if 
measured in Silver, is not commensurate 
with the total of expansion which has been 
going on, i.e., the Straits have not got the 
full share of that expansion. An interesting 
instance is the trade of Siam shifting from 
an Excess of Exports in 1868 to an Excess of 
Imports of 11 Millions in 1901. 

It is not intended to fix how much, if 
any, of this loss of trade is due to the Stan- 
dard, and how much to other causes such as 
the Straits ports working too dearly. 

But while the Silver Standard has been 
harassing the trade of the Straits, it has also 
provided difficulties to the other party of an 
international trade. 

Java as being the nearest, was of course 
the most affected. In as far as -Java produce 
of which the Straits and China were buyers 
is concerned, such as sugar, exchange fluctu- 
ations of any magnitude disturbed and 
harassed that part of the trade in Java and 
the shipping connected with it. But the 
Straits Standard has been chiefly to the de- 
triment of Java as far as her import trade is 
concerned. 



PAET I. 

8 Trade. 

The constantly and almost regularly fall- 
ing exchange allowed Native dealers buying 
in the Straits and selling in Java to undersell 
in most cases, through profits out of ex- 
change, the Java importers and often even 
the Manchester manufacturer. The Export 
Trade to Java was thus unhealthily stimulated 
to the detriment of the legitimate Java import 
business. 

A reference to the figures of Appendix A. 
seems to bear this out : — 

1868 Exports to Java $ 2,4.37,367. 
1901 Do. 16,396,000 

1868 Imports from Java $ 1,907,072. 
1901 Do. 9,322,000. 

In 1868 Exports exceeded Imports by about 25% . 
„ 1901 Do. do. 80^o . 

This movement has been going on ever 
since Gold and Silver parted company and 
still continues : — 

Decline of Imports from Java — 

1901 against 1900, $1,383,590 
Increase of Exports to Java — 

1901 against 1900, $2,040,019 
Thus the Silver Standard in the Straits 
is the bacillus of the Java import trade 
malaise. 

The trade of the exporter in Great 
Britain to these parts is disturbed in pro- 
portion as exchanges disorganise trade locally 
for the time being. And the resistance of the 
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many hundred millions of Silver using consu- 
mers to pay higher prices remains still a great 
element of disturbance as regards steady for- 
mation of prices so valuable to the British 
manufacturers. It is only by restoring the 
conditions preceding 1873 "a common stan- 
dard to the whole world" that this kind of 
disturbance to prices will be entirely removed. 

THE GOVERNMENT. 



The budgets of the Governments of 
Straits and Native States contain obligations 
which must be paid in Gold. The Gold obli- 
gations made bankruptcy stare India in the 
face when the Rupee fell. 

The Gold obligations of India were at 
the time of closing the Mints about 18% 
of the whole Budget. The percentage for 
the Straits and Native States is already 
larger. 

When the fall compelled India to take 
action the Rupee had declined from about 
2/- to 1/3. The Dollar at the outset of the 
great fall 4/6, now stands at about 1/7. And 
the end of the fall seems never in sight nor 
can there ever be certainty that there will be 
an end or stability. 

With a Silver Currency it is therefore 
now practically impossible for any Govern- 
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ment to make a reliable Budget. All 
Governments, the Government of China in- 
cluded, will apart from the welfare of their 
people sooner or later for the sake of 
financial equilibrium, be compelled to go over 
to a Gold Standard. 

The Government of China will not prove 
an exception to the rule, 

China is bound to follow suit to save her 
existence. Apart from the indemnity, China 
to organise and to get and keep strong, will 
have to borrow largely and can only do so 
with a Gold Standard. The day is not so far 
off when it will be acknowledged that the 
integrity of China, if really desired, can only 
be maintained by procuring her a Gold Stan- 
dard, and herein a danger to the Straits is 
contained as will later on be referred to. 

As far as the Governments of these parts 
are concerned, the proportion of salaries and 
other obligations to be paid in Gold, the exi- 
gencies of the Railway policy, the contem- 
plated loans for Harbour Works and the like 
have, it is believed, brought them near to 
the point where a stable exchange has from a 
Government point of view become a necessity. 

Appendix B gives description of the 
financial difficulties of the Government of 
India prior to the closing of the Mints. 
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THE COUNTRY. 

If the Dollar ultimately depreciates so as 
to have no more purchasing value, the settled 
population, if they have not invested their 
profits in a Gold Country, will evidently be of 
the poorest and would not be able to yield the 
Eevenue which alone enables the Government 
to be carried on. The expenditure on Estab- 
lishments of the Straits Settlements and the 
Native States is small in comparison with the 
whole Revenue. But it is large if calculated 
per head of the population. 

These commitments require the opening 
up of the country being maintained. That 
opening up, wonderful in itself, is still more 
wonderful if considered that it has been ac- 
complished with very little outside capital. 
Small capitals mostly of Colonists have hither- 
to owing to exceptional circumstances, been 
able to yield large profits. 

When the time comes that large capitals 
are required and then only yielding the mode- 
rate rate of interests which will satisfy the 
investor in Gold countries, but not the Oriental, 
the country will not be able to do without out- 
side capital. 

But that capital will never freely come 
unless with a sound and confidence inspiring 
Standard. And this is of vastly greater im- 
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portance to the Malay States than the Straits 

Settlements, because the future belongs to 

them : 

28. "The want of a stable exchange 

" between England and India, and the fact 

" that it has fallen so heavily, has, it is alleged, 

" greatly checked the investment of British 

" capital in India, and the development of the 

" country which would have been the fruit of 

" such investments. London is the lending 

" market, and London thinks in gold. London 

" is ready enough to lend upon contracts for 

" repayment in gold, but hesitates to enter upon 

" silver transactions, or to engage in industrial 

" enterprises in a silver country. There can be 

" no doubt that uncertainty as to the interest 

" which would be received for the investment, 

" and as to the diminution which the invested 

" capital might suffer if it were desired to re- 

" transfer it to this country, tends to check 

" British investments in India. This is a 

" real evil, the importance of which we do 

" not desire to underrate." 

* * # 

" In connection with the point under 

" discussion, it may be well to observe that 

" a falling exchange, owing to its effects 

" upon their salaries, savings, and pensions, 

" renders it more difficult to procure and 

" arrange for the services of the European 
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" employees required for the carrying on 
" of industrial undertakings in India." — 
Indian Currency Committee Report 1893. 

35. " A further and certainly not a 
" less important consideration for a country 
" like India is that an established gold 
" standard is the simplest and most effec- 
" tive means of attracting capital. The 
" need of India for foreign capital is in- 
" disputable, and this need is partly of a 

" permanent character." 

* * * 

" Moreover, it is in many ways as 

" important that money should be able to 

" flow out of a country without depreciation, 

" when it is in no longer relative demand there, 

" as that it should flow in when required. 

" A Gold Standard is, in our opinion, 

" the only means by which, under present 

" conditions, these benefits can be secured." 

36. The natural resources of India are 
" beyond question, as also is the need for 
" their development. In order to develop 
" and reap the benefit of her resources, 
" India requires, and must long continue 
" to require, foreign capital. Such foreign 
" capital can only be drawn from the gold 
" standard countries ; and the capital of 
" these countries can only be attracted by 
" a moderate rate of interest or profit on 
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" condition that the investor is satisfied 
" that there is not likely to be a fall in 
" the sterling exchange. We have had the 
" valuable testimony of Mr. Alfred de 
" Rothschild (Q. 11,853) that British capital 
" would be at once forthcoming if the 
" British investor know that there was a 
" fixed rate of exchange between the two 
" countries." 

" We attach great importance to this 
" argument in favour of a gold standard 
" for India." — Indian Currency Committee 
1899. 

THE PRODUCER. 



Figures seem to confirm that a stable 
currency, because attracting capital assists 
amongst other things the Producer, i.e. 
the Export Trade. Appendix C. shows that 
for 1901, i.e. with the Gold Standard estab- 
lished, the Export Trade of India has been 
" the largest on record." 

On the other hand the same Appendix 
shows that the decline of Silver from 29f 
in 1895 to 27-^ in 1901 has not on the 
whole led to a larger- production in principal 
Straits articles. This is but natural con- 
sidering that the expansion of agriculture 
in the Native States requires capital and 
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labour, both of which became scarcer through 
the depreciating currency. 

The Producers are but a small minority 
of the population and that minority is 
divided as to the personal advantages to 
them of a Silver Currency. If quietly and 
calmly examined it will, it is believed, become 
apparent that there is some misunderstand- 
ing as to such advantages. The Producer 
can after all only have what is not only 
but a " temporary and unfair gain " but 
also greatly an " imaginary gain " under 
the following conditions : — 

a. If he is fortunate enough to 
know when Silver is really low and 
not to sell his Produce in Silver but 
just at this lightly guessed moment. 

b. If Gold prices have not cor- 
respondingly or more declined owing 
to the " tendency to overproduction and 
depression which necessarily results, etc." 

c. If apart from lower prices, the 
effect of overproduction, the " Bear " 
in London was not just at the time of 
a fall in Silver the stronger, and pre- 
vented the Producer getting a higher 
price. This seems to have been the 
case, as far as Appendix D. shows, 
as regards Tin and Popper during the 
great drop of silver in November last. 
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d. If his operations have not had 
to be restricted or been otherwise less 
profitable owing to scarcity or dear- 
ness of labour, want of and dearness 
of capital and other causes arising out 
of the Silver Standard. 

e. Even if all these can be thought 
to be in his favour not only the extra 
profit but all profits of the Producer will 
only be of a permanent nature if invested 
in a Gold country and thus no longer 
productive for the country. If they 
remained in the country they would share 
the fate of depreciation by which millions 
worth something to-day have ultimately 
no more purchasing value. 

/. If silver never rises. If silver 
rises considerably one day, and it might 
certainly do so temporarily, the position 
of the Producer might become serious and 
the losses from a rise might more than 
counter balance the profits, if any, made 
out of the decline. 

g. If wages do not rise in propor- 
tion as silver depreciates, which if the 
Wage Earner is to get adequate pay they 
ought to. 

h. If of all this, one is put against 
another, little if anything will be left to 
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the advantage of the Producer. What 
then would be left would have to be " at 
the expense of his Employees (coolies) 
and of other persons to whom he makes 
fixed payments." As regards these there 
could be no adjustment, because the 
argument of advantages of a falling 
standard brought to a logical conclusion 
must admit an endless fall when wages 
could never follow. 

The advantages to the Producer seem 
almost entirely a delusion. Even if they were 
not, just as the fact of a pestilence giving a 
rich harvest to a few trades is no argument 
in favour of pestilences, so it would be no 
argument in favour of the Silver-Plague, if a 
small minority had benefited by it. 

To sum up, the Government of India are 
of opinion : 

" (1) That a country, as a whole, makes 
" no gain in its international trade by a depre- 
" ciation of its standard, since the extra price 
" received for its exports is balanced by the 
" extra price paid for its imports. 

" (2) That the Producer of an article of 
" export may make a temporary and unfair gain 
"from depreciation of the standard, at the 
" expense of his employees and of other persons 
"to whom he makes fixed payments. 
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" (3) . But that this gain, while not 
" permanent, is counterbalanced by a tendency 
"to over-production and consequent reaction 
"and depression, by a liability to sadden 
" falls in price as well as to rises, and by the 
"check to the general increase of inter- 
national trade which necessarily results 
" from the want of a common standard of value 
" between countries which have intimate com- 
" mercial and financial relations." — Letter 
of Government of India to Darjiling Planters' 
Association, October 12th, 1892. 



GENERAL. 



A sound Currency is a great blessing j 
an assistance to trade and progress. So 
it was for instance a belief before 1873 
and still is a strong belief on the Continent 
that Great Britain's mercantile supremacy 
was to a great extent due to her excellent 
monetary system, her stable Gold Standard. 

It is a strange coincidence that Germany's 
commercial and industrial advancement dates 
from the time of her following England's 
example. 

It is held that the Straits and Malay 
States possess everything for their having 
and maintaining the very best monetary 
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system. There seems no reason why per- 
fection should not be aimed at. With a 
perfect currency, a better one • than the 
one of India, Java, Japan or Siam, these 
parts would have a great advantage in 
hand, be it as regards trade, industry or 
agriculture. 
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" Quis, Quid, etc." 



INTRODUCTION. 

There is practically unanimity as to the 
necessity of a Gold Standard. 

This feeling is well justified by the 
experience of countries who have changed 
from Silver to Gold. They have fared well. 

It is therefore perfectly correct to say 
that the Straits going over to Gold would be 
" no leap in the dark." It might be said to 
be "moving towards the light." Because it 
would be going back to that well-known 
better and brighter state of affairs existing 
before 1873. 

But to get back to that state or rather 
the way of getting back " the modus," " the 
method," "the state of transition" or by 
whatsoever name the process is called would 
be " a leap in the dark," if on investigation 
the local circumstances should be found to 
differ dangerously from countries which 
preceded the Straits in the change and whose 
methods could safely be followed were the 
" conditions precedent " at all similar. 

But the circumstances might be so 
different as to make previous methods, such 
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as closing of the Mints, Conversion, Prohi- 
bition of Imports, Currency Notes and the 
like, not applicable to the Straits case. 

Whether this is so or not can only be 
determined, when the problem to which the 
method is to be applied is clearly propounded. 

The problem has first to be well esta- 
blished and understood. 

THE TRADE. 



The Trade figures of the Straits are 
different to those of other countries. They 
contain an additional trade. 

That addition is what is called " internal " 
trade in other countries aud thus does not 
appear in their Import and Export figures. 

To bring the Straits figures in a line with 
those of other countries it would be necessary 
to deduct from the total trade the trade done 
with surrounding countries using the Straits 
as* entrepot. The Straits and neighbouring 
countries would have to be looked upon as 
one country, with Singapore and Penang as 
their outlets. That distinction and deduction 
made, the trade then left, would be analogous 
to what is usually looked upon as the trade of 
a country. 

That kind of trade is assured to the 
Straits under any Standard, as long and so 
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far as the neighbouring countries continue to 
buy from, or to sell through, Singapore and 
Penang. And there need be still less appre- 
hension regarding that trade because the coun- 
tries with whom the Straits cany on that kind 
of trade have nil, with the exception of China, 
the Gold Standard already. (Appendix D.) 

Concerning the trade with China, as 
regards the purchases from the Straits they are 
to a great extent the produce of the surround- 
ing countries, which China must have, and 
which are not produced by any other silver 
using country. 

As regards the Import trade of the 
Straits from China that will be carried on 
alike under any Standard. As long as there is 
a demand China will be glad enough to sell 
her produce. 

With a Gold Standard that demand is if 
anything likely to increase, because the 
Chinese population is likely to increase. 

If Silver continues to decline, living will 
be proportionately cheaper under the Gold 
Standard and the savings of wages which will 
be correspondingly larger will be still further 
increased by yielding to the repatriating coolie 
a greater amount of silver dollars. 

The silver standard was the greatest 
factor against the Indian labourer flocking 
in masses to the agricultural fields of Malaya. 
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The Gold Standard will not only remedy 
this but by giving still more lucrative employ- 
ment than hitherto to the Chinese will make 
these parts more attractive to them than ever. 
There is no fear of harm coming through a 
change of the Standard to the kind of trade 
dealt with, the comparatively small trade with 
China included. Nor can that class of trade 
be affected by that all important question : the 
modus of bringing the change about. 

TEAN8IT TRADE. 



Practically the whole Trade of the 
Straits is Transit Trade. Out of this Transit 
Trade, the kind of trade dealt with in the 
previous chapter is but a corollary of the trade 
with the neighbouring countries. 

Commercially though not geographically 
those neighbouring countries, as far as they 
use the Straits at their entrepot, are to the 
Straits what the hinterland is to the ports of 
a Continent. 

They are constructive hinterlands. 
Without these constructive hinterlands the 
Straits would have no trade at all. 

The official trade figures dissected in that 
light would make the two kinds of trade 
movements appear about as follows for 
1901 :— 
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A. 

Imports Merchandise 
from Corollary Coun- 
tries $130,000,000 

Imports Specie from 

Corollary Countries 27,000,000 

$157,000,000 

Exports Merchandise to 
Constructive Hinter- 
land $96,000,000 

Exports Specie to Con- 
structive Hinterland 21,000,000 

$117,000,000 

Excess Imports $ 40,000,000 

B. 

Imports Produce from 

Hinterland $154,000,000 

Exports Produce to 
Corollary Countries.. 1 50,000,000 

Excess Imports $ 4,000,000 

Total Excess Imports $44,000,000 

As with some countries, such as China 
and Siam, the Straits do both classes of trade, 
these figures are only approximate, but in no 
way affect the excess of Imports shown by 
the official figures. That excess will remain 
the same however the figures are shifted. 
Only the amount of trade with the " cons- 
tructive hinterlands," on which the whole of 
the trade hinges could be affected. 

There is no difference of opinion that the 
greatest consideration should be shown so 
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that no harm may come to this vital class 
of trade from a Currency Reform. 

And no harm but only a great deal of 
good can come from a successfully introduced 
change to Gold. Because now that Siam 
whose finances are evidently steered by a 
master mind, has in such an adroit way gone 
over to Gold, as good as all the countries which 
form the hinterland would reckon in Gold if the 
Straits and those using the Straits Currency 
would likewise adopt it. (Appendix E.) 

But it is here that the modus of introduc- 
tion requiries the greatest care. Transit trade 
is at the best a tender plant, and one which 
as far as history shows has always hitherto 
had but a temporary Mission and existence. 
The transit trade of the Straits is already 
handicapped in various directions. It is 
already carried on under difficulties. It seems 
advisable not to add to these difficulties by a 
wrongly conceived method of introducing a 
change in the currency. 

TRADE BALANCES. 



A Gold Standard is more secure in a 
country, where money is sure to flow in by 
way of " balance of trade." 

That precedent condition is extant in the 
Native States, apparently not in the Straits 
Settlements. But a little " a priori" thinking 
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will show to those who know the nature of 
the Straits trade that there must be an excess 
of Exports. 

The official figures, however, show an excess 
of Imports of about 40 millions. Were this 
adverse balance correct it would, because 
bearing very much on the question, require 
careful consideration. But in some cases the 
most superficial examination of these figures 
shows that they are not correct. The total 
Inter-Settlement Imports for instance are on 
a trade of about 10 millions, two millions 
smaller than the total Inter-Settlement Exports 
which is glaringly wrong. 

The evidence of the Shipping Conference 
Commission of 1902 opened out the vista of 
discrepancies in Java figures. 

The mistakes are really in the nature of 
circumstances and nobody is to blame. It will 
be difficult, perhaps impossible, to get exact 
figures. 

But the truth about the Straits figures is 
that where large distances and large quantities 
are concerned they are reliable. Thus the 
figures of Exports of Produce to Europe and 
America could hardly be improved and are of 
great value. But when it comes to splitting 
up into small quantities, the mistakes arise and 
the nearer home the more and the greater the 
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mistakes. This can be checked by comparing 
the Straits figures with the corresponding 
figures of countries also keeping satistics as 
for instance Siam and the Native States. 

The difference of over 40 millions can 
thus be accounted for. The Native States 
fi gures show the Exports from the Straits to 
be about 11 millions larger than those given 
by the Straits figures. Johore still nearer 
home and by the nature of its economic condi- 
tions must account for about another six 
millions. Exports of coals to non-home 
trading vessels (intentionally omitted by 
Government figures) for a still larger amount, 
the other hinterland countries for the balance 
of the " missing millions" more or less in 
proportion to the " Native StHtes" differences. 

Were it possible to get exact figures the 
" balances" would for 1901 look something 
like the following estimate which, if anything, 
is believed to be an under-estimate. 

A. 

Imports Merchandise from 

Corollary Countries $130,000,000 
Do. Specie do. $ 30,000,000 



Exports Merchandise to 

Hinterland Countries $138,200,000 
Do. Specie do. $ 29,000,000 



■ $ 160,000,000 



■ $ 168,000,000 
Excess Exports 8,000,000 



PART II. 

A Gold Standard. 31 



B. 

Imports Produce from 

Hinterland Countries $153,000,000 
Exports do. to Corollary 

Countries $160,000,000 



Excess Exports $ 7,000,000 

Total Excess Exports $15,000,000 

A GOLD STANDARD. 

A change by the Straits can of course 
only be to a Gold Standard : — 

'' We believe, however, that whatever 
" inducements are held out to us by other 
" nations, our best policy in monetary matters 
'' is to link our system with that of Great 
" Britain, Our commercial connections with 
" that country are far more important than 
" those with all the rest of the world put 
" together, and more than a sixth part of our 
" expenditure is incurred in that country, and 
" measured in its currency." — Correspondence 
on proposals of Special Envoys from United 
States Government to India Office 1897. 
33. " At the present time, the practical 
" alternative to silver monometallism is a Gold 
" Standard, that is to say, gold as the measure 
" of value in India, either with a Gold cur- 
" rency or with a gold reserve." — Indian 
Currency Committee 1897. 
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But the change in the Straits if the best 
monetary system is at the same time to be the 
outcome, would have to be a Gold Currency. 
A Gold Currency has been held to be imprac- 
ticable, it being objected to as impossible to 
maintain, on account of the scarcity of Gold. 

That scarcity was once a theory, but one 
which the closing of the Indian Mints has 
disproved like so many bimetallistic theories. 
It is now understood that the scarcity was due 
to an unfounded fear of scarcity created by 
some Bimetallists which had quite unneces- 
sarily led to the hoarding of Gold by Banks 
and Governments. 

In any case so long as money is sure to 
flow in by way of " balance of trade" as at 
present it undoubtedly does, there will always 
be Gold enough for the Straits and to spare 
even if there were a scarcity, of which with 
the doubling of the South African production 
in sight there is little chance. 

Moreover, the requirements for actual 
circulation are comparatively very small. 

The Currency requirements for the whole 
of the three million people now using the Straits 
Currency, are estimated not to exceed 
$40,000,000 or a little over £3,000,000. 
This estimate is based on the following : — 

Private Statistics taken during December 
last show on average $530 Silver to every 
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•$470 Notes in circulation, which with 
$17,000,000 Notes would mean a total 
currency stock of $35,000,000. A stock of 
$40,000,000 gives over $13 per head to the 
Straits System against about Rs. 6 per head 
for India and about Fl 5 per head for 
Java. 

The Chamber of Commerce Report of 
1897 puts the Straits circulation, the 
heaviest of the countries using the Dollar, 
at ten million Dollars. 

CHARACTER OF NATIVE POPULATION. 

The population is heterogeneous and 
mixed, in character vastly different to that 
of India. It would require a good deal of 
" levelling up " as well as " levelling down " 
to bring the native population into anything 
like a line with that of India. 

The Straits and Native States popu- 
lation is mostly recruited by immigration 
from all parts of the Bast. There is a 
contrast of nationalities and races and there 
is a still greater contrast between the settlers 
of long standing and the new comers. 

Amongst those born and brought up 
in the Straits as well as amongst the im- 
migrated natives residing for some time, 
there are no doubt honourable and enlight- 
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ened characters, a credit to the civilising 
work done by British influence; educated, 
law-abiding, they trust the Europeans and 
display a tendency to follow their lead 
owing to belief in their justice and practical 
wisdom. 

But many of the new comers land 
raw, ignorant, the lowest scum of China, law- 
less, often ready for violence and bloodshed 
for trifles and on trifling occasions. 

It is difficult to forecast how such a 
far reaching measure as a change in cur- 
rency would be received by such material. 

That also would to a great extent 
depend on the manner of introduction. 

But it is believed that the population 
would on the whole easily adapt themselves 
to any sensible scheme, more easily in many 
respects than the population of India. 

For instance the Government Note 
Issue has not yet become generally popular 
in India. In most cases in the interior 
silver is preferred and insisted on. But 
the Government Note Issue in the Straits 
has been an unqualified success, so much 
so that had the Government fully met the 
demand for their Notes there would now 
hardly be a Silver Dollar in circulation. 
An equally sound scheme for a change in 
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currency would no doubt meet with equal 
success. 

But any scheme of unjust or suspicious 
appearance, difficult to understand, confusing 
or high-handed, might, where the peoples' 
money is concerned, be easily resented, as 
indeed it would in any other country. But 
the form of resentment might take a different 
and violent form hare and lead to trouble. 

CO-USERS. 

The Straits form, with a good many of 
those surrounding countries on which the 
whole Straits trade rests, a kind of monetary 
Union. Not by treaty but "de facto." 

The Straits Currency (the Note Issue in- 
cluded) is used by some of these countries 
without any understanding with the Straits 
Government. 

That Monetary Union grown out of 
custom consists roughly of a population of 
three million people : 

Straits 600,000 

Native States 700,000 

And the other countries 

about 1,700,000 

(Appendix E.) 

The total trade of the Straits with these 
countries, (all of which belong to the con- 



PART II. 

36 Co-Users. 

structive hinterland) amounts according to 
official figures (but in reality not high enough) 
to 86 millions Imports out of a total hinter- 
land Import trade of 1 53, and to 60 millions 
Exports out of a total of 138 millions. 

Thus about half the hinterland trade and 
therefore half of the whole trade is done with 
countries who would, because co-using the 
Straits Currency, be affected by any change 
in the Currency of the Straits. 

Harm can only come to the Straits from 
a change either from internal disturbances 
caused by that change or from the Co-Users. 

But of all trade, the greatest care should 
be taken of the trade with these Co-Users, 
because being the nearest home, it is the one 
the Straits can most rely on for the future 
and perhaps sooner or later may be the only 
one remaining which remains faithful. 

As neighbours and our best customers the 
greatest consideration is due to the Co-Users 
and will no doubt be extended to them in the 
interests of the Straits as well as of their own. 

The necessity of such consideration will 
depend on the scheme which will be adopted. 
The more complicated, the more risky the 
scheme, the greater the necessity for the Co- 
Users to be prepared and to have arrange- 
ments made for such a change. With a 
violent scheme suddenly coming upon them 
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without due preparation great trade distur- 
bances might result, seriously re-acting on the 
Straits. 

Preconcerted joint action seems indicated 
here, not only as regards the method of intro- 
duction, but also as regards legislation and 
perhaps also to arrive at an arrangement as 
to an equitable division of the cost of the 
change. 

Moreover safe action can only be taken 
by the Straits with a full previous knowledge 
of the intentions and extent of co-operation 
of these Co- Users. 

All this begins to make the question com- 
plicated. 

And if some of the Co-Users mean not tc 
follow the Straits, such as is likely to be the 
case with Deli and might be the case with 
Acheen, the difficulties looming in the distance 
will appear still larger. There certainly is 
some risk. 

Through the Straits Trade being entirely 
Transit trade, that trade resting on the sur- 
rounding countries, these countries being 
many and differing amongst themselves and 
differently governed, half of them using the 
same currency as the Straits and therefore 
their interests as well having to be taken into 
account, the problem becomes difficult and at 
any rate an entirely different one from India 
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or from any other country which has chanped 
from Silver to Gold. Hongkong would per- 
haps he a somewhat similar case. But Hong- 
kong would have only one hinterland to reckon 
with and not with dozens of them like the 
Straits and these differently constituted and 
disposed. 

It is now possible to present the problem 
in a nutshell. 

THE PROBLEM. 



Only good can come all round from a fixed 
Currency, once it is successfully introduced. 
The question of the method of introduction 
still remains. 

As regards the Method, whatever it may 
be, no harm can come from it as regards that 
class of trade which has in this paper been 
called the Corollary Trade. Nor can any 
harm from it come to that part of the hinter- 
land trade which reckons already in Gold. 

Harm might, however, come from a wrong 
method to the Straits themselves internally, 
harm might also be done to the Co-Users. 
And the interests of the Co-Users being tanta- 
mount to the interests of the Straits, the 
reaction of the harm done to the Co-Users 
might do additional harm to the Straits. The 
Straits run thus a double risk. That is the 
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problem. It reduces itself into constructing 
a method which while giving fixity cannot 
throughits modus of introduction inflict injury 
on the Straits and Co-Users. 

The next thing is to determine whether 
such methods as have been previously used by 
otlier countries and whether such schemes as 
have so far been proposed for the Straits, 
would meet the object in view or not. 
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INTRODUCTORY. 

The difficulties of a Currency Reform 
arise out of the fact of each such Reform 
necessitating' a certain amount of Government 
interference with private rights and property. 

Interference of that kind is no doubt 
justifiable when the general welfare urgently 
requires it. But even when so justified the 
individual hardship remains. Moreover in a 
Currency Reform the individual hardship is 
not, as is otherwise generally the case with 
measures for the public good, compensated 
to the sufferer out of the public purse. 

It is a question of proportion. When the 
harm done through a Reform to individuals 
is collectively greater than the whole of the 
benefit derived for the public the Reform 
becomes a wrong, while at the same time on 
the whole a loss to the country and therefore 
doubly a mistake. 

The harm done to the individual interests 
through a reform may be manifold. 

It may consist in throwing an increased 
burden on the debtor. It may arise from loss 
to holders of goods through prices heavily 
falling owing to the altered ratio, or it may 
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come from the trade generally becoming dis- 
turbed from the effects of the reform and the 
reaction therefrom and from other causes. 

When the reform only concerns the 
reforming country, action to reduce the evil 
as much as possible is to some extent feasible. 
Such action is less easy when any other 
country uses the same Currency concurrently. 

And when as in the case of the Straits 
these countries are many it becomes difficult, 
and still more difficult if the trade relations 
of these many countries are of a unique kind 
as is the case with the Straits and the con- 
structive hinterland. 

Prom all these considerations, it will be 
realised that according to the measures 
adopted, great harm, and harm perhaps not 
commensurate to the results may result. 

An opinion should be formed how various 
proposed measures would bear on the problem 
in this light. Of these proposed measures, that 
of the Singapore Chamber of Commerce is 
reproduced. (Appendix H.) 

CLOSING OF THE MINTS . 

Tbe total currency stock required for 
circulation in the Straits Monetary Union is 
estimated at $40,000,000. The quantity of 
British Dollars coined and issued exceeds 
270 Millions. 
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It would be quite beyond the financial 
power and economic conditions of the Straits 
to convert an issue, so enormously out of 
proportion, into a token. Were it otherwise 
feasible it would be unwise to assume such 
a responsibility, and unwise also to have a 
token at all. 

Moreover the coin is not the property of 
the Straits. It is open to all, wanted by 
Hongkong, and does service in China and 
elsewhere. 

The example of India cannot therefore be 
followed. 

The Mints cannot be closed. 

This is regrettable. Because the closing 
of Mints really amounts in such a reform to 
the least Government interference possible, 
while at the same time making the interference 
imperceptible to the masses. These advan- 
tages are denied to the Straits, owing to their 
having omitted to provide in the past, for 
which there was ample time, a coin of their 
own. Owing to want of foresight the Straits 
are in a predicament. 

Because owing to the absence of the 
Straits Dollar the reform cannot it appears be 
brought about unnoticed, while at the same time 
necessitating a greater amount of Government 
interference owing to the Silver Dollar having 
to be replaced. And according to the kind 
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of active interference on the part of the Govern- 
ment, may arise Government responsibility. 

RESPONSIBILITIES OF GOVERNMENT. 

The Silver Dollar is not a token, nor a 
Straits Government coin. In monetising it 
the only responsibility which can at the best 
be claimed against the Government is that it 
has sanctioned its circulation at its metallic 
value — nothing beyond. If no hostile measures 
are taken against the coin and its presence in 
the Colony at its metallic value is not inter- 
ferredwith, no Government responsibility can 
arise. 

Atthe same time if responsibility does arise 
it does not only extend to the whole 270 mil- 
lions but to all Mexicans as well, being a total, 
at a low estimate, of say 600 millions. The 
Straits circulation has not been ear-marked. 

From responsibility obligation for com- 
pensation arises, meaning in this case that the 
reform is tantamount to a heavy or even pro- 
hibitive cost to Government. 

But if it were possible to allow under the 
reform the retention of the Dollar as a 
commodity at its metallic value, no responsi- 
bility and thus no cost- arising out of the re- 
form on account of Silver Dollars in circula- 
tion would arise to the Government. 

And if gone into it will, it is believed, be 
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seen that measures such as Conversion, 
Prohibition of Imports and the like, while 
alone creating Government responsibility, are 
also otherwise greatly to be deprecated, or at 
any rate, if possible, to be avoided. 

CONVERSION . 

If conversion of the Silver Dollar was to 
be a part of the Currency Reform in the 
Straits it would be an unprecedented measure. 
No doubt conversions have taken place but 
only under quite different conditions. It was 
always the special coin of a country only or at 
least fixed known quantities which had to be 
dealt with. Only a manageable quantity 
could be offered for exchange and become 
convertible. 

In the Straits the amount offered might 
be anything. What the amount really would 
be could at the best only be guess work. The 
amount afford might be manageable, or it 
might not. It might turn out to be prohibi- 
tive. The conversion might be used to 
unload a great portion of the late production 
of Silver and some of the surplus of China. 
It would be a perfectly legitimate transaction 
to have imported any amount of Dollars on 
the chance of benefitting by the conversion. 

The quantity tendered might be a sur- 
prise, such as may lead to having to abandon 
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the scheme in its first stage and thus leading 
to discredit and confusion difficult to imagine. 
Conversion of coins with an issue of 600 
millions or more on the hope that only 30 or 40 
millions may be tendered seems an enormous 
risk and such as to make it unlikely that any 
Government of a comparatively small country 
such as the Straits, alive to the consequences 
and its own responsibility would assume it. 

The same reasons which forbid closing 
the Mints to the British Dollar seem to ex- 
clude its convertibility on anything like a 
safe basis. 

Conversion at the same time might lead 
to confusion and trouble. It after all is but a 
kind of coercion to exchange private property. 
If that private property is the daily coin of the 
people, the effect on the population, especially 
the ignorant portion, might be consternation. 

It would at the same time, if the rights of 
the Co-Users be respected, have to be a diffi- 
cult and tedious process, pre-supposing as it 
would concerted action extending in many 
cases to parts difficult of access. 

At the same time conversion would un- 
doubtedly be that kind of interference with 
the Dollar which, if once begun, would 
amount to the Government becoming responsi- 
ble for the whole issue and the cost connected 
therewith. 
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PROHIBITION OF IMPORTS. 

To prohibit the import of the Dollar 
seems somewhat unusual. 

There have been under very exceptional 
circumstances prohibitions to import foreign 
coins. But suddenly and forcibly to exclude 
the coin which but yesterday has done the 
whole monetary service of the country is, it is 
believed, without precedent. 

It should in any case be looked at from 
two different standpoints. There are two dis- 
tinct cases. The case of the Co-Users is 
different from all other countries not being 
Co-Users, such as European States, China 
and India. 

.For these latter countries, if violent 
measures are to be taken against the Dollar, 
prohibition appears to have some justification. 
In its justification could be said that the 
measure is necessary to avoid excessive 
amounts of Dollars being shipped from China, 
India, etc., to benefit by the conversion. But 
for such a preventive it would almost certainly 
be too late. There has been plenty of time to 
have the Straits glutted with Dollars waiting 
for conversion. And there are several signs 
that this has been done. 

But some Dollars might at the last 
moment be kept out from China, India, etc., 
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by prohibition and the measure can therefore 
be defended. 

It is different with prohibition from parts 
of the Monetary Union. 

PROHIBITION TO COMPONENTS OF 

MONETARY UNION. 



If it were the intention to clear the sys- 
tem of the British Dollar, to prohibit its 
imports from parts of the Union into the 
Straits would have just the opposite effect. 
It would close the outlet to these Dollars To 
clear the system the contrary process seems 
to be indicated. In such a case Importation 
from the Straits to Co-Users should be pro- . 
hibited, while shipping it to the Straits, there 
ultimately to be got rid of, should be facili- 
tated as much as possible. 

Prohibition of Import into the Straits 
from Co-Users without conversion could be 
made lawful no doubt, but never just. It 
would be next door to confiscation. Where 
are the Dollars from the parts who carry on 
all their business through the Straits, to go 
to? 

With or without conversion such prohi- 
bition would be sure to lead to friction and 
disturbance of trade. The flow of remit- 
tances might be interrupted, giving financial 



PART III. 

Demonetisation. 51 

difficulties to the Straits dealer and thus to 
the merchant. 

Trade might thus be driven away from 
places, continuing to use the Silver Dollar 
after the Straits had abandoned it. In ports 
where there are no banting facilities the 
Dollar might be the only medium of adjusting 
balances. Prohibition to import the Dollar 
as a commodity would be tantamount to pro- 
hibiting that trade. It seems difficult to 
understand why such extreme measures are 
contemplated as regards the Dollar and why 
it should not be allowed to be remitted, until 
trade has well adapted itself to the new order 
of things, as a commodity and sold here at its 
market value just as the Guilders and Rupees. 

If violence is meant to bring it into dis- 
use, it might just have the contrary effect. 
Martyrs often keep memories alive, which, 
but for them, would quickly die a natural 
death. 

DEMONETISA TION . 

Undoubtedly neither the Mexican nor the 
British Dollar can have any place in a fixed 
Currency such as is aimed at. They will have 
to be demonetised. If, while being demone- 
tised they are tolerated as a commodity, no 
responsibility is incurred by Government, thuss 
avoiding what might prove to be a heavy cost. 
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As regards the effect on individuals there 
also are different ways more or less harsh. 

In any case the question arises, if Con- 
version is out of reach while the Dollar is not 
to be allowed as a commodity, what is to be 
done with it ? And this, it seems, would in 
fact lead to a deadlock. 

"With or without conversion, a new Silver 
coin, the Straits Dollar, might be considered 
as indispensable. Making its appearance, at 
a time when all established ideas on matters 
monetary would be shaken, such a new coin 
could, without doing any good, only increase 
the confusion of ideas, and otherwise do harm. 
A great desideratum as it would have been to 
have had a Straits Dollar, if the reform is not 
to be delayed, it is too late for it now, exceDt 
to " make confusion worse confounded." 

Conversion, Prohibition of Imports, De- 
monetisation are all part of a scheme pre- 
supposing the substitution of a new coin, at 
once to reign supreme and one of its functions 
to be that all obligations, though contracted 
for in the Silver Dollar, are to be paid in the 
new coin with a fixed, and probably higher 
value. 

DEBTS PAYABLE IN NEW CURRENCY. 

All previous measures, except the closing 
of the Mints, must end by making debts pay- 
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able not only in a different standard but also 
in a new currency. This would amount to a 
disadvantage either to the debtor or the 
creditor ; one of the two will have to suffer 
material losses. The effect of the law would 
be to shift the burden and thus interfere with 
private property. It is therefore this kind of 
interference all Governments are as a rule 
most anxious to avoid. 

According to circumstances the inter- 
ference may be less noticed or understood, 
but the hardship remains, the same weighing 
more or less heavily on the individual, on 
some so heavily that it might mean ruin. 
And by an anomaly of the law no compensa- 
tion is due to those who were made to suffer 
losses by Currency Acts of the Government for 
the public good. Conversion would be no 
solatium. The actual cash converted would 
be insignificant compared with the total of 
debts affected. 

The measure, besides the material losses, 
might breed hatred and contempt for British 
law and justice, hitherto rightly held in such 
high esteem. 

Moreover, under local circumstances it 
would not be a " shifting " of the burden, the 
debtors' " loss " being the creditors' " gain," 
but an " increase " of the burden, the 
debtors " loss " only. This would be so for 
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all current transactions and they are the vast 
majority. For these transactions the creditor, 
the European merchant, has sold the dollars 
he has to receive to the banks already. They 
are the " forward sales " previously referred 
to. And the banks again have covered them- 
selves. Thus all this re-opening can only do 
harm and no good. And the harm might be 
in many directions, if the disturbance of trade 
which may result from all these violent and 
unusual measures is taken into consideration. 
The law which compels the debtor to pay in 
a different coin than contracted for, might 
lead, amongst other troubles, to an organised 
general suspension of payments by deal- 
ers. In fact the dealers might be compelled 
by the attitude of their own debtors and buyers 
to resort to such a measure, especially where 
dealers with Co-Users, which mean to continue 
to use the British Dollar, are concerned. 

A CHINESE QUESTION . 

The whole is really a Chinese question. 
The Chinese and Native debtors are the only 
ones concerned. The European with the severe 
schooling since 1873 has well learned to pro- 
tect himself against the vicissitudes of exchange 
and does protect himself. But the Chinese 
and Natives cannot. 
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They have hitherto only had to deal with 
Silver. They have no idea of the forces at 
work, the effects of a change from Silver to 
Gold and the dangers a change in currency 
would expose them to. The change would be 
bound to take them quite unawares and while 
the losses would at first all fall on them, it is 
utterly impossible for them to guard against 
them. 

They do not even know, that there is 
anything to guard against. 

Many Chinese have followed in this ques- 
tion the European lead and joined in the 
demand for a fixed currency, trusting in the 
European assurance that the change will be 
to their benefit. So it will, if introduced 
without doing harm to them. And that no 
unnecessary harm should come to them, 
through the method of introduction seems to 
be a sacred obligation. It is besides in the 
European merchants' interests, on whom the 
difficulties of the middlemen would be sure to 
re-act. 

The obligation on the part of the European 
to protect in this case the Chinese and Native 
seems all the greater, if it is taken into con- 
sideration, that the fault of the position, making 
it incumbent to think of violent measures, is 
due to want of European foresight and energy. 
Had the Straits a coin of their own, they 
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could imitate India and there could be no 
trouble then. That the Straits are now not 
equipped for the change is not the Chinese 
fault. And it would, it seems, not be fair to 
let them pay the penalty. 

THE RUPEE. 

It seems that it would be difficult to 
invent a more dangerous method than the one 
with conversion and the like. But an addi- 
tional element of confusion could be created 
by the Straits changing by one of these 
methods to the Rupee currency. 

By adding the difficulty of introducing the 
rupee to the difficulties already mentioned the 
modus of introduction could be made still more 
complicated, and the reform less palatable and 
acceptable, and especially so to the Co-Users. 
In addition it would mean the Straits becoming 
tied for ever to a token currency, at the same 
time being more or less dependentfor supply of 
the token on a centre at considerable distance, 
thus at the sacrifice of their freedom of action. 

A currency partnership would be a dis- 
appointment for India as well. The demand 
of the Straits for the British dollar does not 
rest on requirements of circulation. Most of 
the dollars are only passing through on their 
way to China. With a rupee currency if the 
reser ves for notes were to be held in gold, 
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the actual demand for rupees, would be 
practically nil. The Straits adopting the 
Indian cuirency would, while a disadvantage 
to the Straits, not strengthen the position of 
the rupee to any appreciable extent. 
PROPOSED METHODS ARE ALL RISKY. 

The closing of the Mints is not practicable. 
On thinking it over, on the basis of indications 
given, it will be found that all other methods 
proposed can do harm and possibly great harm 
to the Straits and Co-Users, quite apart from 
the moral question and that of right and 
wrong to individuals involved. On the other 
hand there is the great boon to all of a stable 
medium of exchange. 

It is a question of proportion, of Plus and 
Minus. With the complicated premises existing 
in this case, it will be a difficult calculation to 
make and a great responsibility to determine, 
whether the Plus sufficiently outweighs the 
Minus, so as to justify extreme and uncommon 
measures. 

But that difficult calculation need perhaps 
not be made. If there is a way to obtain 
fixity, without that unheard of amount of 
Government interference advocated, if there 
was to be no Minus, but the Plus only remain- 
ing, there need then be no hesitation. 

It is intended to suggest what is believed 
to be such a way. 
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" Per Aspera ad Astra." 



INTRODUCTION. 

It is intended to suggest a scheme. That 
scheme should be free from any risk of the 
" Minus " previously referred to. That 
scheme should further, while being free from 
such Minus, give the longed-for Plus — sta- 
bility of Exchange. And the scheme should 
do more. It should give the Straits more 
than they asked for. It should give an extra 
Plus, a valuable extra Plus — that extra Plus to 
consist of the Straits emerging from the 
change with such a perfect monetary system 
as would give them an advantage in the race 
for progress and prosperity. That is to say a 
currency better than that of India, Siam or any 
other eastern country, and equally good to the 
one to which the British commercial supremacy 
of such long duration is attributed. 

Such is quite feasible. And, anyhow, as a 
change has to be made nothing but a superior 
system should satisfy the Straits as the outcome 
of that change. It is intended to describe the 
way to that superior system in " The History 
of the Reform. 1903 to 1904," assumed to be 
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written a few years after 1904. The way 
sketched out in that History will be proved to 
be quite practicable. 

THE HISTORY OF THE REFORM, 
1903 to 1904. 

FIRST CHAPTER . 

The Conference of the Monetary Union 
of the Straits was opened at Singapore on 
15th April, 1903. All countries and places 
forming the constructive hinterland, which 
give the Straits their trade were represented. 
There were no absentees. Even the Cocos 
Islands had sent a delegate. 

The discussions were with open doors. 
The press were admitted. Not only was there 
no cause for secrecy, but publicity proved a 
great advantage by removing all uncertainty 
as to the future. The discussions did not 
remain limited to matters of currency. The 
commercial ties were so close and so many, 
that the occasion thus accidentally offered, of 
exchanging views and adopting improved 
methods in and facilities for Trade, proved too- 
strong to pass without being used. Following 
a natural impulse the Conference formed itself 
into that ' 'Commercial Parliament " which has 
since held its sittings every half year with 
such good results to all concerned and especi- 
ally to the trade of the Straits Settlements. 



PART IV. 

The History of the Reform, 1903 to. 1904. 63 

As regards Currency to have consulted the 
Co- Users proved also the only correct thing to 
have been done in their interests, as well as in 
those of the Straits. A thorough understand- 
ing was arrived at. Even Deli changed their 
views and decided to continue using the Straits 
Currency. They were influenced in their 
decision by the consideration that it was 
better for them to make sure of the Dollar 
adopted by the Conference and forego the 
chance of a still lower Dollar, rather than to 
run the risk of being suddenly confronted 
with a much higher Dollar through the action 
which might any day be taken by China, 
Mexico and America as regards Silver and 
with the vastly greater harm which such a 
sudden rise would inflict on them. 

A unanimous decision as regards the 
new Currency and the method of introduction 
was arrived at and promptly ratified by all 
Governments concerned. 

The Home Government also promptly 
gave its sanction to all measures proposed. 
It became apparent, though the Home 
Government assisted with advice and exer- 
cised a control, that the final decision, as well 
as the whole responsibility, was meant and 
had always been meant to rest solely and en- 
tirely with the Straits Government. 
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The Conference closed on 2nd May, 1903 
and from that day dates that great era of 
prosperity which is now so marked all round- 

The deliberation of the Conference not 
only gave that valuable Institution, "The 
Commercial Parliament," but also led to that 
perfect monetary system, now so generally 
admired, and to a method of introducing it 
which was more free from disturbance and 
dislocation than thab of India. 

And the opinion of those who had de- 
precated undue hurry and had demanded calm 
and full consideration thus became fully 
justified by the events. The Straits had 
waited so long, that holding on a few weeks 
longer to Silver could not have made much 
difference. But these few weeks of patience 
made it possible to procure splendid results 
and to avoid great harm and wrong being 
done. 

SECOND OMAPTEB. 



The following is the gist of some of the 
principal resolutions which were adopted by 
the Conference regarding the new currency 
and its method of introduction : — 

(1) The new currency altered little in 
what was then the Straits Currency. The 
only alterations were that the Silver Dollar 
was, as soon as it was no more required, to 
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be done away with, and, that the sovereign 
and the one dollar note were to be added. 

The ratio adopted was twelve dollars to 
the sovereign. 

The Government would sell notes at 
the ratio and give gold at the same same 
ratio for all notes, and only for notes, 
tendered. 

Notes and/or sovereigns were to be legal 
tender to any amount. 

(2) The Straits Government was ap- 
pointed the Executive of the Monetary Union 
and was to give effect to all decisions 
arrived at, including all concerning the new 
currency. 

(3) The new currency was only to 
apply to transactions subsequent to its 
introduction. From the date of introduction 
all revenue, wages, new bargains, etc., were 
to be paid in the new currency unless other- 
wise specially contracted for. 

(4) Private rights were not to be inter- 
fered with. Contracts, debts, etc., were to be 
liquidated in the currency contracted for 
within a fixed period. Provision was made 
for debts and contracts expiring after that 
period, such as mortgages and leases, to have 
the same just treatment. 

(5) A fixed period was arranged during 
which the old and new currency were in 
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operation concurrently, but each for a different 
purpose — the new currency, viz., the notes 
for new transactions only : the silver dollar 
to liquidate the past only. 

(6) Measures had been concerted to 
clear the whole system, after the period of 
transition, of the silver dollar, if it should 
then be advisable to do so, and on a plan 
which could not disturb anything. 

(7) The cost of the whole scheme was 
estimated at $200,000 per annum for 10 years 
and it was decided to divide it pro rata 
amongst all components of the Monetary 
Union in proportion to their population. 

THIRD CHAPTER. 

Thanks to the public being aware of 
what was coming, all uneasiness had ceased. 
Everybody knew that nothing violent was 
intended and therefore went quietly about 
his business. There was an absence of all 
excitement. 

The Government contracted a loan of 
£700,000 repayable in 10 years by ten yearly 
equal instalments. That loan, guaranteed by 
the Imperial Government, was easily negocia- 
ted at the rate of 3% interest per annum. 
The gold securities held as a reserve against 
the dollar note circulation were sold and 
realized another £300,000. The Government 
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had thus £1,000,000 in hand, ample, not 
only to change the silver reserve into gold, 
but sufficient also to pay every note in 
circulation in gold. 

This made the position later on impreg- 
nable and though it proved to be an un- 
necessary precaution (as gold was little asked 
for and remained in tbe vaults the same as 
the silver had done before) it was a wise one. 

The last shipment of Gold for Govern- 
ment arrived on 25tli June 1903 by P. & 0. 
Packet " Chusan" and on 1st July the new 
currency was legally introduced. 

FOURTH CHAPTER. 

The new currency was only to apply to 
new transactions. Thereby much confusion 
which otherwise would have arisen was avoi- 
ded. There was no reason to have proceeded 
otherwise. To have thought of using the law 
to make the new currency applicable to old 
transactions for which payment in the old cur- 
rency was contracted for would have given 
no advantage but only disadvantages, and 
great ones. Moreover, as arranged, no harm 
or injustice could be done to anybody. 
Nobody could possibly have any cause for com- 
plaint. No friction and disturbance could arise. 

The change attracted little attention. 
Business proceeded quite as usual. There was 
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no consternation, no difficulty to understand, no 
dramatic effect. The introduction proved to be 
all that could be desired. That is to say, it pro- 
ceeded quite quietly as such measures should do. 

The new currency acted at once automa- 
tically. The banks had, by the publicity which 
had been given to the scheme, been able to pre- 
pare, and had ready, sufficient gold for the 
trade wants, which in the past under silver they 
had also always known to gauge so admirably. 

And the silver dollar still doing tempora- 
rily partial service in liquidation of the past 
proved a further advantage, inasmuch as it 
removed all danger of a temporary scarcity of 
money, so often a corollary of the period of 
transition of a currency reform. 

The Government even accepted the silver 
dollar for some time at its daily gold value, 
which proved a convenience to the public and 
no loss to Government. 

FIFTH CHAPTER. 



The liquidation of all engagements with 
datepriortothenotification of the new currency 
proceeded quite smoothly. It was based on 
the same principle as had always been applied 
in such cases. Wherever feasible, contracts 
had not been interfered with, and debts es- 
pecially were always, if possible, allowed to be 
paid as contracted for. 
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In India in 1893 this was not possible, 
because the coin which had been sub- 
jected to a change of standard, and therefore of 
value, was the only currency available; there 
was no other coin. 

It was a question of necessity, not of 
choice. But it was the reluctance to inter- 
fere with private affairs which induced the 
Indian Government not to declare any ratio 
for the Rupee at the outset, so that any effect 
on private affairs should be due not to the 
action of Government, but to the action of the 
market. 

Circumstances were entirely different in 
the Straits. In the Straits it was feasible not 
to interfere with the relations of debtors and 
creditors, and this course, which was under 
the circumstances the only just and wise one, 
was adopted. 

The example of Germany of 3872 was 
practically followed. Time was given till 1st 
January 1904 to settle old accounts before 
the Dollar was finally to be demonetize'd. An 
Act was passed, the same as in Germany, lega- 
lising mortgages and other debts with pay- 
ments deferred beyond 1st January to run out 
at the debtor's option within the time limit 
and to be paid in silver. If the option was 
not availed of, the mortgage would become 
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due in the new currency. Leases and the 
like were also equitably provided for. 

The whole method in that direction proved 
all that could be desired. There was no 
increase of burden, no interruption of remit- 
tances and adjustment of accounts. As there 
could be no trouble to and from Co-Users, no 
trade was disturbed or temporarily dislocated. 
No excuse was given to anybody to avoid his 
obligations. No disputes could possibly have 
arisen, as no wrong had been done to anybody. 
No sentiment was hurt, no prejudice affected 
and custom could be thoroughly respected. 

The whole passed off smoothly, and 
without a hitch. It was just to all alike, and 
a great improvement on all previous methods. 

It is now difficult to understand how any 
other modus could ever have been thought of. 
There was no apparent reason, and certainly 
no necessity, for Government to interfere. 
Wherever a currency change had previously 
taken place, except a change which was based 
on the closing of the Mints, there had always 
been notice given, always time to settle affairs 
and it was always only after ample time had 
been given that the old coin was called in. 

SIXTH CHAPTER. 

It will be remembered that measures had 
been concerted to clear the system later on, if 
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necessary, of all silver dollars. Of this pro- 
spective intention due notice was given. 
Warning to that effect had been given to the 
public in the Government Proclamation of 1st 
July 1903, announcing the introduction of the 
new currency. 

Notice was given on that date of the like- 
lihood of the importation of silver dollars being 
as from 1st January 1904 prohibited to Co- 
Users from everywhere, the Straits included, 
while importation into the Straits, from every- 
where but the Co-Users, was also to be inter- 
dicted. Everybody had thus ample notice as to 
the ultimate fate of the silver dollar. All the 
same, the measures were strongly opposed 
at the Conference. It was then contended " that 
" an exclusion as intended had never been 
" heard of. Where a coin was no longer 
" wanted in a country it had always been 
" called in ; never banished. But to call it 
" in, would have to mean either to call in the 
" whole or none ; and the whole was impossi- 
" ble. But that was no reason for exclusion 
" or hostility. Had the silver coins which 
" were called in in Germany in 1872 been 
" legal tender in any other country besides 
" Germany, the coins would not have been 
" called in — they would have been left alone. 

" What reason " it was asked, " was there 
" for Government to interefere at all, even 
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" after a lapse of time and even with due 
" notice, especially so when it could do no 
" good, and would open up all the many other 
" questions such as responsibility, interfering 
" with people's property and the like. If the 
" importation of silver dollars was to be pro- 
" hibited to-day, to-morrow the importation of 
'• Dutch guilders or any other commodity 
" might be prohibited. Here they had scarcely 
" escaped the danger of conversion which would 
" perhaps have half-ruined the country when 
" something else was at once brought up, 
" which once touched might lead one could 
" not say where. It was true with such 
" notice given as was intended and all 
" knowing what was coming, no exception 
" could possibly be taken against the measure 
" on the score of justice, nor could it harm 
" trade. But it would be an abuse of legisla- 
" tive power, etc., etc." 

The pitch of the arguments was that the 
forcible exclusion of the dollar at any time 
would be unusual while unnecessary, and re- 
grettable, because as a commodity the dollar 
could, while being harmless, do a good deal of 
useful service yet. But these opinions, 
though justified by after events, did not at 
the time prevail, except that the exclusion of 
the dollar at a later date was not made 
mandatory but permissive only. 
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In any case the measures which had so far 
been carried out did away for the time being 
with the possibility of confusion and distur- 
bances arising. Conversion, violent prohibi- 
tion of import and demonetization were at any 
rate avoided, while the Government, thus 
giving time and an outlet for the silver 
dollar, freed themselves creditably from all 
responsibility, and thereby escaped the heavy 
and quite unnecessary cost which would have 
been adherent to such responsibility. 

SEVENTH GHAPTEB. 

The new currency differed but little 
from the old. It was hardly noticed 
that there was a new currency, and, where 
it was noted, led to no dissatisfaction. 
The modus of India had as far as practi- 
cable been followed. 

That modus could not be followed as 
regards the silver dollar. Owing to its 
excessive issue the mints could not be closed 
against it in order to use it as the rupee had 
been used. But the Straits had a note 
issue and were fortunate enough, through 
its being so popular and well and largely 
introduced, to make that part of their 
currency do the same service as the rupee 
had done. " The Mints were closed " to 
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the rupee in India. " The Presses were 
closed" to the note in the Straits. Instead 
of the rupee in India (and, as might have 
been the case with the Straits dollar, had 
there been such a coin) the notes were 
put on a gold basis. Through the re- 
serves being changed from silver into gold 
and each note being convertible into gold, 
each note became gold for its face value. 

This gave a thoroughly stable as well 
as an automatic and a pure gold currency. 
There was no token with all its drawbacks. 
It gave a currency as perfect as per- 
fect could be, the currency the Mone- 
tary Union now possesses, and which forms 
the object of admiration and envy of 
their less fortunate neighbours. The wonder- 
ful advance of all parts of the Union 
of late years is believed to be due to 
their superior currency system, and to it is 
attributed their commercial and industrial 
supremacy in the East, just as to the same is 
attributed the ascendency of England in the 
West. 

The one dollar note was at once a 
great success, so much so that some 
old people could hardly understand how 
they could for so long have done 
without it. True there was a scarcity of 
-dollar notes at first but the half dollar 
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was made to do the service and acquitted 
itself fairly well of the duty for the time 
being. Indeed the half dollar is still being 
used now by a few who like silver, but 
they are very few and it is quite possible 
that the half dollar might in case of need 
have done all the service alone. But all 
were agreed that, were it only for conven- 
ience sake, preference should be given to 
the dollar note. The public had always pre- 
ferred notes and it extended that preference 
to the dollar note. It was due to that pre- 
ference that the new currency was so easily 
introduced. 

EIGHTH CHAPTER. 



The one dollar note took the place of 
the silver dollar and thus maintained the 
dollar denomination, in which the.people were 
accustomed [to reckon, and which it would 
have been cruel and unwise to disturb. 

The one dollar note had often been 
asked for and has indeed proved itself a great 
convenience since. It was popular right from 
the start proving that had there always been a 
dollar note hardly a silver dollar would 
have been in circulation. Anyhow, the public 
took more kindly to the new note than they 
would ever have done to a new silver coin. 
Notes being already familiar to the public, 
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the new note could not and did not lead to 
the least trouble, whilst a new and unknown 
silver coin would almost certainly have done 
so at that stage. 

And it was only through the one-dollar 
note that the Straits could get that perfect 
money which they now enjoy — the one-dollar 
note allowed to do without a token. No 
system can be perfect with a token. India, it 
is true, has a token currency and a huge token 
currency. But that was due to necessity, 
most certainly not to choice. 

And it is the weak spot in their armour. 
Their system is not perfect. Thanks to the 
one-dollar note it was possible to give to the 
Monetary Union that perfection of money 
on which the conference had rightly insisted. 

The objection in the past to the one 
dollar note had been the cost of issuing and 
maintaining it. But in connection with the 
currency reform there were advantages to 
more than counterbalance all objections : 

The one-dollar note while a, great conveni- 
ence, saved the Straits from the token, did away 
with any risk of inconvenience should silver 
rise at any later date above the ratio, dis- 
posed of the danger of spurious coinage and, 
above all, gave the Straits that splendid cur- 
rency which, all are agreed now, could not pos- 
sibly have been bought too dear at any price. 
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NINTH CHAPTER . 

In all other currency reforms the ratio 
had always been a matter of grave anxiety 
and concern. Affecting as it did, not only 
debts, but also the value of all goods 
held by dealers and others, it was more 
likely than anything else to lead to distur- 
bance in and injury to trade. 

But in the method then employed the 
Straits steered as good as clear even of 
this element of danger. Debts being pay- 
able as contracted for could not possibly be 
affected by the ratio for the new currency. 
Nor in a degree could stocks of merchandise 
be so affected, because the silver dollar 
was still current as a commodity and to 
liquidate accounts of the past. The old and 
new currency were still easily interchange- 
able. 

Still so as to make prices in each currency 
cover each other, and also as a concession to 
those who desired a low dollar, it was decided, 
to follow the nearest practicable rate 
to that of the day. The rate of Is. 8d. or 
twelve dollars to the pound had therefore 
been agreed upon. 

This concession was made, though Gov- 
ernment exigencies actually called for a 
higher rate. This was to be seen to later on, 
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the intention being, once the new currency 
was thoroughly well introduced and working, 
to raise the rate to a point where it would 
represent the additional revenue the Govern- 
ment meant to obtain. When that time 
came, the rise to that point was meant to be 
a graduated one, so as to cause the least 
possible dislocation at any given time. 

This plan however was never given effect 
to. With the opening up of the country follow- 
ing on stability, the revenue rose suffici- 
ently under all headings to dispense with 
the necessity of changing the rate. Twelve 
dollars to the pound have therefore remained 
the rate. That rate proved itself well adapted 
for transposing Straits currency into that of 
Great Britain and India as well as into that 
of the neighbouring Dutch Bast Indies. Siam 
altered the ratio of the Tical so as to suit the 
convenience of both countries. 

As regards ratio the reform was therefore 
brought about, avoiding practicably, what all 
Governments are always so anxious to avoid, 
viz., Government interference with private 
affairs in any shape or form. 

TENTH CHAPTER. 

The state of transition was to last six 
months, from 1st July 1903 to January 1904. 
In practice the new currency was at once 
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fully effective. There could have been no doubt 
of its being so, so far as the Government 
was concerned, all revenue having to be paid 
in the new currency. As regards wages the 
Currency Act had been so framed as to leave 
no loophole. All wages were due in the new 
currency and the law was observed. Had it 
not been so the machinery existed to see it 
enforced. 

The new bargains were made payable in 
notes as distinct from the silver dollar. 
Everybody knew what notes meant and there- 
fore knew the value expressed in the bargain. 
There was no necessity for anybody to learn, 
or to get accustomed to the new currency. 
Only it gradually dawned on the Chinese and 
Natives that the silver dollar was depreciat- 
ing because they saw as time went that they 
got more and more silver dollars for notes. 
It was a puzzle to them, whether the dollar 
bad fallen or the note risen, but this puzzle 
did not worry them so long as they were paid 
in notes and not in silver. 

Just that time of transition was the best 
possible object lesson to the Chinese. They 
saw the value of silver more and more 
dwindling and then only did they begin to re- 
alise and understand what a depreciating 
currency really meant. Everybody became an- 
xious to pay away again, or exchange, any silver 
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dollars he had received in settlement of old 
debts. The notes became in greater demand 
than ever and were insisted on by all, the most 
ignorant coolie included. The silver dollar 
became daily more and more discredited. 

It is true some merchants were weak 
and gave way, consenting to some new bar- 
gains being made in British dollars. That, 
however, harmed none, but themselves. 

Even that could have been avoided had 
it been considered necessary. Legislation had 
been asked for to make no debt incurred 
after 1st July recoverable in law unless con- 
tracted for in the new currency. But the 
Government had wisely declined all inter- 
ference in that direction, though it would have 
been more justifiable than the kind of legislation 
asked for by some of the previous schemes. 

The attitude the Government took up 
was that the stable currency was there and 
in reach of all who wanted to use it, and that 
it must be left to the merchant's own choice 
how he wanted to be paid ; just as there is 
no hindrance now to anybody stipulating pay- 
ment in cowries if he is foolish enough to do 
so. And that even had there been some harm 
in the old currency sporadically being 
used for new transactions — while harm there 
would be none — that risk did not matter from 
a Government's point of view, the main and 
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sole object being to make sure of getting 
fixity of exchange on a plan which would not 
possibly lead to dislocation, disturbances, ex- 
cessive cost or losses. 

But bargains of this sort soon ceased 
and without special legislation. The Co-Users 
having no consideration to take for transit 
trade could, and did, vigorously proceed with 
getting the population accustomed to deal in 
the new currency exclusively. This indirectly 
led to the same result in the Straits. The 
Co-Users not wishing any longer, in fact 
refusing, to buy or sell in silver, the Straits 
dealer was soon compelled to follow their 
example, from sheer self protection. 

The state of transition was quickly over, 
more quickly than was expected, nor was there 
any disturbance. 

A state of transition — and, in many cases 
one of long duration — had been a part of 
nearly all previous reforms except where 
the mints were closed. And the Straits had 
no cause to regret that they had followed that 
just modus in their case. And the time limit 
given in the Straits was even shorter than the 
one given in other similar cases, as for instance, 
in the case of Germany in 1872. 
ELEVENTH CHAPTER. 

The option given to Government of 
taking measures on 1st January, 1904, to 
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exclude finally the silver dollar was never 
made use of. It is therefore not necessary 
to enter into the details of these measures. 

No doubt the system could then have 
been easily cleared of all Silver Dollars, 
leaving the new currency alone in the 
field. And a clearing in such a manner 
would have had none of the many draw- 
backs, which, prohibition, coupled with the 
other measures proposed, would have had at 
an earlier stage. 

Pair warning had been given, every- 
body knew what was to come and had 
time to prepare for it. It proved that all, 
which if done in the excitement of the 
first few days would have carried such 
great risks, could if wanted at all, be done 
quietly and without cost, a few weeks 
later, and that all possible advantage could 
be secured equally well while the dis- 
advantages, and they were many, would be 
avoided. 

But the measure had become un- 
necessary. Already before 1st of January, 
things had found their own level as they 
always do if time is allowed. The Dollar 
had of its own accord practically disappeared 
from circulation. Becoming daily more and 
more a commodity only, and a commodity 
which, because constantly declining in value 
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holders were ever eager to get rid of, 
the surplus was gradually drained off by 
the repatriating coolie to China. Wnr to 
the knife, or any war, against the silver 
dollar, it was now seen, would have been 
as wise as the well known fight against 
windmills. By leaving the Dollar alone, 
whose presence could not injure any- 
body, (while its exclusion would have 
meant disturbances and harm) it settled 
down quietly to the position of a commodity, 
harmless, a convenience to the Chinese 
coolie returning to his home and an as- 
sistance to the banks, as it prevented all 
draining of gold by these very coolies, of 
which draining, but for the silver dollar 
remaining a commodity, there would always 
be some going on. 

The banks up to this day do still import 
the silver dollar, the same as they do any 
other foreign coin. And by so doing they 
assist the silver market and thereby indi- 
rectly India, which on account of the immense 
amounts represented by the rupee has still 
an interest in seeing the value of silver 
maintained. 

TWELFTH CHAPTER. 

All had gone like clock-work and in fact 
by the way it had been arranged it could not 
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possibly have gone otherwise. And now that 
everything has gone so smoothly, without any- 
thing even approaching trouble, confusion, 
heart-burning or disturbance, it is difficult to 
understand how some of the schemes, with 
violent measures, were ever seriously taken 
into consideration. 

Those who have lived through that period, 
still remembering the convulsions and agony 
the country would have had to undergo, had 
any of these schemes been given effect to, are 
able to compare these schemes, with the modus 
which has been followed. 

Conversion would have meant stirring up 
the country from end to end and at .great cost 
to Government. Not because conversion was 
necessary to avoid injustice or losses to indivi- 
duals and country, or to save Government from 
cost in other directions — the contrary would 
have been the case. 

The first step once taken all others were 
bound to follow. Conversion would have been 
bound to lead to prohibition of imports, to 
violent demonetization, to changing the essence 
of contracts into something else than they 
expressed. All this would have meant more 
confusion, more losses, more injustice, more 
harm to individuals, to trade, to Government, 
to the country. 



PART IV. 

The History of the Reform, 1903 to 1904. 85 

And for what purpose ? Only to arrive 
after immense trouble at the same end which 
was easily reached by travelling the straight 
road. The road which was ultimately 
travelled was the straight and old road. 
Conversion and all in its train, would have 
been new. 

The way the note was put on a gold 
basis was nothing new. The same Modus had 
been followed as regards the rupee in India 
in 1893, and the thaler in Germany in 1872. 

To allow people time to settle their affairs 
and to pay their debts as contracted was not 
new either. It had always been done when 
feasible. It proved feasible here. It would 
have been new not to allow it. 

That the dollar was not called in, after 
it could do no more currency work, may in a 
sense be new. But the position was new. 
Never before had a coin held the position the 
Straits dollar and Mexican were holding at that 
time in the Straits. And on calmly thinking it 
over, it is apparent now, that it was really 
that unique position of the dollar, which had led 
to all that confusion of ideas and the schemes 
pregnant with so much danger, which had 
resulted from these erroneous views. 

In any case it can be discerned now, 
that any scheme, wherever it might have 
emanated, if conversion, prohibition, etc., 
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would have been parts of the same, would for 
certain have been condemned. Because no 
Government being on the spot and able to 
gauge the consequences would ever have con- 
sented to any of these unusual, and, under 
similar circumstances, unheard-of proposals. 

Still less the Government of the Straits 
at that time. Through their pertinent request 
not to investigate matters on the spot, 
they had vouched for their being fully posted 
up as regards the important local aspects and 
had, by thus committing themselves, accepted 
all responsibility as to the ultimate decision. 

And the Government have well acquitted 
themselves of that grave responsibility. The 
method has given satisfaction all round, no 
trouble and certainly no just cause of com- 
plaint to anybody. 
THIRTEENTH CHAPTER. 

The total cost of the reform 

amounted to $488,698.39 

making the share due by the 
Straits Settlements come to 
$81,270.44. This total cost was 
made up as follows : — 

Loss on Silver, formerly 

held as a Reserve against 

Government Notes . . . 450,722.28 
Interest 37,976.11 

Total .. $488,698,39 



PABT IV. 

Thti History of the Reform, 1903 to 1904. 87 

The silver had been sold gradually and 
in a way as to least disturb the silver market. 
The Government was fortunate in being able 
to dispose of all silver in a little more 
than three years. The proceeds were invested 
to meet the due dates of the loan Deducting 
these interests from interest due on the loan, 
the balance of all interest paid under the 
scheme is arrived at, having been as above 
$37,976.11 only. 

The original estimate of $200,000 per 
annum proved thus to have been well on the 
safe side. The cost has, of course, been criti- 
cised as things are always criticised after the 
event. Some prove beyond doubt that the 
operation might have been carried through at 
considerably less cost. Others, equally sure of 
their opinion, maintain that it was due to sheer 
luck only that the Straits got off so cheaply. 

In any case the scheme, which avoided 
what might have been chaos and gave the 
monetary union such a great boon was 
brought about at a moderate cost. 

FOURTEENTH CHAP TEE. 

Stability of Exchange would no doubt in 
the end have also been reached by any of the 
other schemes, but only after a period of 
losses and difficulties, over ruins and with a 
heavy minus. By the method followed all 
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" Minus " was avoided, while the asked for 
" Plus," a stable exchange, has been secured. 

The promise of an " Extra Plus " has 
been fulfilled: the Straits currency has become 
the most stable in the East. 

London and other money markets soon 
got aware that a fall of any magnitude 
in the Sterling exchange was impossible 
as regards the Straits currency. Because 
the Straits currency and the Sterling cur- 
rency were one and the same. Marked 
preference has therefore been given ever 
since to investments in the Straits over 
those in any other country in the East. 
The currencies of these other countries 
being token currencies, with them a fall 
in the sterling exchange was sooner or 
later, if not certain, at least possible. 

In consequence of this preference, 
fructifying capital has been freely flowing 
in, leading to an advance of progress and 
prosperity surpassing the keenest expectations. 

Even the former advocates of silver admit 
that the prosperity is of a kind and of a 
magnitude, such as had never been seen 
and could never have been attained under 
the silver standard. 



End op the " History of the Rbfoem 
1903 to 1904." 
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CONCLUSION. 

Evolution has for ever been going on in 
the medium of exchange as in everything 
else. A stage in that evolution was reached 
during the last few centuries, which had so 
markedly led to the extension and progress 
of international trade. The outcome of the 
experience of centuries of international trade 
was the conditions preceding 1873 : "A com- 
mon standard to the whole world." 

The fact of silver having then for a con- 
siderable time been kept at an almost fixed 
parity to gold was only an incident of these 
conditions. It was only a temporary halt in 
the irresistible march of progression towards 
the better, i.e., the simplest and most stable 
basis. That basis for the present at least — 
must be considered to be gold. The struggle 
for monometallism was inevitable. 

The " war of standards " has been raging 
since 1 873. Delayed on the one side through 
hopes of bimetallism being restored, and on the 
other through the silver countries being loth to 
part with the metal with which they have been 
so firmly associated through long custom, the 
struggle is now nearing its end. 

There was never any doubt that a 
common standard to the whole world must be 
restored. The question was only — and at 
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times the issue looked doubtful — whether 
it would be a temporary return to bimetal- 
lism — when the fight would have to be fought 
over again at a later date — or gold. Ulti- 
mately gold was bound to be the victor. 
Gold as a basis for the common standard to the 
whole world is beyond doubt to be the victor 
now. It is towards " the whole world reck- 
oning in gold" that we are moving at the 
present moment. 

That goal will be reached, and one of the 
greatest disturbances the world has known 
will be over. 

It will sooner or later be reached by all. 
By some after more misery and pain first to 
be endured. By those " about to enter port," 
according to the wisdom of those guiding 
their destinies, with a method more or less full 
of trouble, and, perhaps, only by passing 
through a severe crisis. 

It is to contribute towards the avoidance 
of unnecessary suffering to the Straits Settle- 
ments and their commercial allies that this 
paper has been written. And it is hoped, 
should the little volume not be fortunate 
enough to make new friends, that it may 
make no enemies. 
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APPENDIX A. 



SHOWING- TRADE in 1868 and 1901. 





Imports fbom 


EXPOETS TO 




1868. 


1901. 


1868. 


1901. 




% 


$ 


$ 


$ 


Austria 


3,625 


2,154,000 




2,034,000 


France 


438,421 


1,456,000 


291,416 


8,090,000 


Germany - 


827,664 


6,286,000 


276,189 


5,388,000 


Holland - 


803,889 


1,766,000 




528,000 


Spain 


2,861 


188,000 




640.000 


Bali - 


156,937 


1,514,000 


130,952 


1,472,000 


DutchBor- 










neo 


579,200 


9,648,000 


465,806 


4,825.000 


Celebes 


608,692 


8,056,000 


757,658 


5,179,000 


China and 

Hong- 
kong 










4,750,389 


28,6-23,000 


5,799,929 


20,538,000 


Cochin 










China - 


1,272,967 


4,855,000 


1,841,301 


2,620,000 


Java 


1.907.072 


9,322,000 


2,437,000 


16,396,0(10 


Japan 


590 


7,070,000 


69,356 


1,537,000 


Malaya n 










Peninsu- 










la, "W. - 


1,388,775 


65,471,000 


1,737,008 


24,340,000 


Phillip- 










pines 


328,104 


491.657 


187,242 


3,667,230 


Rhio 


585,307 


1,674,000 


624,601 


908,000 


Sarawak - 


146,712 


3,013,000 


206,747 


1,508,000 


Siam 


2,602,995 


24,158,000 


2,945,483 


13,352,000 


Sumatra - 


1,925,604 


14,169,000 


2,233,397 


12,979,000 


United 










States - 


49,541 


1,361,000 


1,827,954 


32,875,000 


United 










Kingdom 


10,556,331 


30,595,000 


6,128,959 


53,156,000 


Australia - 


156,167 


1,323,000 


62,094 


1,665,000 


Bombay - 


57,800 


1,770,000 


411,109 


1 .521,000 


Calcutta - 


3,460,371 


20,797,000 


1,712,663 


3,453,000 


Burmah - 


438,421 


16,576,000 


644,^37 


6,566,000 


All other 










Countries 


2,533,520 


20,663,343 


2,056,089 


19,762,770 


Total - 


$35,581,955 


$283,000,000 


$32,847,558 


$245,000,000 


In Sterling 


£8.000,000 


£28,300,000 


£7,500,000 


£24,500,000 
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FINANCIAL DIFFICULTIES OF THE 
GOVERNMENT OF INDIA. 

" 3. There can be no doubt that the 
Government of India have experienced serious 
difficulty owing to the fall of exchange which 
has been going on for many years. 

"4. At an estimated exchange of Is. -id. 
per rupee for the past year, a surplus of revenue 
over expenditure was shown of Rs. 1,466,000, 
the exchange having fallen to an average of 
rather less than Is 3d. this surplus has been 
converted into an estimated deficit of Rs. 
10,819,000, notwithstanding the improvement 
of the revenue by Rs. 1 6,538,000 over the 
Budget Estimate. 

"5. Nor is this all. The Government are 
compelled to contemplate a further fall, the 
effect of which cannot be forecast. There has 
been for some years past an almost continuous 
fall in exchange. The extent to which the 
financial position of the Government of India 
is affected by exchange is emphasised in the 
following passages of the recently published 
statement of Sir. David Barbour. 

" ' The immediate cause of our financial 
difficulties, and the cause which, by com- 
parison and for the time being, dwarfs all 
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others, is the fall in the gold value of silver, 
which, as I have already shown, has added to 
the Indian expenditure in two years more 
than four crores of rupees. If that fall conld 
be stayed and the rate of exchange with 
England fixed permanently at even its present 
low figure, the difficulty of dealing with the 
present deficit would be comparatively light. 
The revenue continues to grow in a satis- 
factory manner ; even under the influence 
of indifferent seasons and poor harvests it 
has made fair progress. If we could feel 
assured that there would be no further fall in 
exchange, I have little doubt that increase of 
revenue, restriction and reduction of expen- 
diture, with possibly some taxation of a 
temporary nature, would, in a very short time, 
re-establish equilibrium. A serious effort 
would no doubt be required in the first 
instance, but with a fixed rate of exchange 
we would have a definite task before us, and 
our measures could be regulated accordingly. 
But it unfortunately happens that, unless some 
settlement of the currency question is obtained, 
there is no prospect of even the most moderate 
degree of stability in the rate of exchange. 
* * * 

" ' Our financial position for the coming 
year is at the mercy of exchange, and of 
those who have it in their power to affect in 
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any way the price of silver. If we budget 
for the present deficit of Rx 1,595,100, and 
exchange rises one penny, we shall have a 
surplus; if it falls a penny, we shall have 
a deficit of more than three crores ; if 
we impose taxation to the extent of one 
and a half crores of rupees, a turn of the 
wheel may require us to impose further 
taxation of not less magnitude; another turn, 
and we may find that no taxation at all was 
required. It will be obvious, from what I 
have just said, that what we have got to con- 
sider in making our arrangements for next 
year, is not so much the question of increasing 
the public revenue, or restricting that portion 
of the public expenditure which is under our 
control, but the chances of a settlement of the 
currency question." 

* * # 

"33. So far we have dealt only with the 
past. We have now to consider the effect to 
be anticipated from a continued and not 
improbable, heavy fall in the exchano-e 
between India and England. 

'' 34. All the evils to which attention 
has been called would of course be aggravated 
and intensified. If prices continued to rise 
while wages were more slowly advanced, the 
material condition of the wage- ear nine class 
would be continually deteriorating. 
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" As regards the Government, we have 
already pointed out that, if no change be 
made in the currency arrangements of the 
country, and a heavy fall were to take place, 
such as we have referred to as possible, they 
would, unless they could largely increase their 
expenditure be compelled in order to meet the 
increased demands upon them to impose 
increased taxation to a very serious extent." 
— Report of Indian Currency Committee 1893. 
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APPENDIX C. 



GROSS EXPORTS FROM INDIA. 



Year. 


Silver 
per oz. 


Exchange. 


Exports of 
Merchandise. 


1892 


39^ 


14,985 


Rs. I,065,360,<i00 


1893 


35 re 


14,547 


l,fi64,4?0,000 


1894 


28if 


13,101 


1,088,150,000 


1895 


29f 


13,638 


1,142,630,000 


1896* 


30J 


14,451 


1,039,140,000 


1897* 


27 & 


15,354 


975,370,000 


1898 


2fl« 


15,978 


1,127,230,000 


1899 


27^ 


16,114 


1,089,760,000 


1900 


28} 


16,094 


1,073,690,000 


1901 


27^ 


16,073 


1,244,650,100 



*Fainine Years. 
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APPENDIX C— Continued, 

GROSS EXPORTS FROM STRAITS 

SETTLEMENTS. 



From Report Shipping Conference Commission 1902. 
(Paper handed in by the Secretary) 

Principal Articles of Produce Exported prom the 

Stkaits Sicttlkments prom 1895 to 1901. 

(Expressed in thousands of pikuls.) 





1895 


1896 


1897 


1898 


1899 
78 


1900 
123 


1901 


Coffee 


81 


88 


114 


94 


80 


Sago 


777 


866 


756 


725 


728 


720 


732 


A recan uts 


470 


485 


582 


432 


579 


623 


648 


Cloves 


4 


4 


5 


2 


4 


3 


6 


Mace 


3 


3 


3 


3 


4 


3 


3 


Nutmegs - 


13 


13 


13 


14 


16 


14 


16 


Pepper, Black - 


360 


321 


240 


194 


200 


203 


224 


White - 


110 


91 


83 


90 


78 


80 


78 


„ Long 


h 


4 


A 


4 


5 


6 


6 


Tapioca 


703 


762 


671 


802 


86* 


725 


772 


Copra 


616 


772 


608 


685 


1,024 


677 


556 


Gambier - 


859 


900 


948 


892 


844 


785 


678 


Gum Benjamin - 


22 


22 


17 


14 


17 


21 


20 


„ Copal 


65 


69 


58 


75 


77 


83 


90 


„ Dammar - 


35 


34 


28 


44 


37 


37 


38 


Borneo Rubber - 


13 


12 


14 


16 


15 


10 


8 


Gutta Inferior - 


Inclu 


ded u 
ercha 


nder 
and 


lutta 
'jtums 










°J 


<■ Sort 


s. 




116 


95 


153 


Gutta Percha 


44 


44 


45 


93 


78 


97 


74 


Stick! ac 


lb 


If 


1 


4 


7 


10 


13 


Hides, Raw 


60 


6£ 


91 


53 


67 


78 


58 


Horns 


13 


n 


14 


8 


6 


5 


7 


Rattans - 


450 


51£ 


525 


463 


506 


620 


519 


Teelseeds - 


35 


24 


33 


36 


34 


40 


35 


M. O.P. Shells - 


5 


7 


6 


6 


6 


4 


5 


Tin - 


886 


892 


752 


766 


760 


807 
5,869 
28J 


882 




5,647 


6,020 


5,611 


5,515 


6,154 
27^ 


5,701 


Price of Silver. 


29i 


30f 


27 A 


26ft 


27A 



loo 
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SHOWING PRICES 

or 

SILVER, "WHITE PEPPER AND TIN 

AT 

PENANG, OCTOBER/NOVEMBER, 1902. 



Date. 


Silver. 


White 
Pepper. 


Tin, 






$ cts. 


$ 


cts. 


October, 29th. 


23| 


53 50 


82 


80 


31st. 


23 re 


53 50 


82 


20 


November, 1st. 


23* 


53 65 


82 




6th. 


23A 


54 ... 


81 


60 


8tli. 


23A 


54 ... 


81 


30 


14th. 




53 75 


81 


90 


18th. 


22ft 


53 70 


81 


40 


22nd. 


22| 


54 25 


81 


65 


26th. 


22A 


54 25 


82 


25 


27th. 


211 


54 25 


82 


60 


28th. 


aitt 


54 25 


83 
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APPENDIX E. 



TRADE 

OF 

SINGAPORE and PENANG 1901, 

Analogous to the trade usually understood ns 
the trade of a country, and standards of value 
of the countries with winch that class of trade 
is done. 





Standard. 


Imports. 


Exports. 


United Kingdom 


Gold. 


30,595,000 


53,156.000 


Austria 




2,154,000 


2,034.000 


Belgium 


,, 


2,049.000 


1,116,000 


Denmark - 


tr 


95.000 


358,000 


Prance 


,, 


1,456,000 


8,090,000 


Germany 


j) 


6,286,000 


5,388,000 


Holland 


>» 


1,766,000 


528,000 


Italy - 


»> 


2,084,000 


3.441,000 


Russia 




1,488,000 


3,528,000 


Spain - 


,, 


188.000 


640,000 


Sweden 


»> 


47.000 


5,000 


United States 


,, 


1.331,000 


32,875,000 


Bombay 


,, 


1.779.000 


1,521.000 


Calcutta 


J, 


20,797,000 


3,453.000 


Madras 




4.059.000 


1.957.000 


Burma 


,, 


16,576,000 


6.566,000 


Hongkong and 








China 


Silver. 


28,623,000 


20,538,000 


Australia 


Gold. 


1,323,000 


1,665,000 


Japan 


" 


7,070,000 


1.537,000 




§129,786.000 


$148,396,000 
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CONSTRUCTIVE HINTERLANDS, 

Their currency and trade with Singapore and 
Penang during 1901. 





Currency. 


Imports. 


ExPOETS. 


British North 








Borneo - 


Straits 


619,000 


880,000 


Christmas and 








Cocos Islands - 


., 


200 


147,000 


Labnan 


,, 


592,000 


965,000 


Kelantan 


,, 


964,000 


433,000 


Pah an g 


,, 


1,044,000 


601,000 


Patani 


j» 


461,000 


17ri,000 


Singora 


,, 


591,000 


163,000 


Tringanu 


,, 


1,107,000 


527,000 


Johore 


»> 


10,281,000 


3,321.000 


Kedah 


j» 


870,000 


386,000 


Perak 


>) 


25.602,0d0 


9,352.000 


Selangor 


,, 


23,190,000 


9,071,000 


Sungei Ujong 


>» 


5,528,000 


2,210,000 


AchiDese Ports - 


, 


1,760,000 


4.619.000 


Sarawak 


)> 


3,013,000 


1,508,000 


Malacca 


jj 


2,519,000 


2,348,000 


Din dings - 


,, 


96,000 


35,000 


Bali ■ 


Gold. 


1,519,000 


1,472.000 


Dutch Borneo ■ 


j» 


9,648,000 


4,825,000 


Java 


jj 


9,322,000 


16,396,000 


Natiraas Islands - 


jj 


899,000 


437,000 


Neth. Archipel. 








and Celebes 


jj 


8,056,000 


5,179,000 


Rhio - 


jj 


1,674,000 


908,000 


Siam 


JJ 


24,158,000 


13,352,000 


Sumatra 


Gold and 








Straits. 


14,169,000 


12,979,000 


German New 








Guinea - 


Mixed. 


161,000 


86,000 


French Indo 


Contem- 






China 


plates Gold 


4,855.000 


2,626.000 


Philippines 


„ 


504,000 


3,667,000 


Sulu Archipelago 


jj 


321.000 


487,000 




153,523,200 


99,156,000 
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ESTIMATES OF POPULATION 

OP 

CONSTRUCTIVE HINTERLANDS 

Which are Co-Users of the Straits Currency and 

of total population using Straits Currency. 



COUNTUIKS. 


Population. 




Kedali, Tongkah Trang. 
Renong &c. 


270,000 


Some Tie- 
kals. 


Johore 


200,000 




Tringanu, Singova, Kelan- 
tan, etc. 


120,000 


Some Tic- 
kals. 


British North Borneo, La- 
buan, Brunei, Sarawak, 
etc. ... 


490,000 




Deli, Acheen, etc. ... 
Native States 


700,000 
675.000 


Guilders 
for Govern- 
ment. 


Total Oo-Usises... 


2,455,000 




Straits Settlements, say 


545,000 




Total Using Stbaits 

CtTKRliNCY... 


3,000,000 
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APPENDIX H. 



PROPOSAL FOR A GOLD STANDARD 

FOB THE 

STRAITS SETTLEMENTS 

BY 

SUB-COMMITTEE— SINGAPORE 

CHAMBER OF COMMERCE. 

6th November, 1897. 

It must, we think, be recognized that it 
will be impossible to change our currency 
from Silver to Gold without primary cost to 
the Government, although that cost, under the 
scheme which we are about to suggest, should 
be amply compensated for by subsequent ad- 
vantages. As far as we are aware, in no 
country has the change from a silver to a gold 
standard (and there have been many such 
changes within the past 20 years) been made 
without cost to the Government making the 
conversion. In our view, the burden involved 
by any conversion must necessarily be borne 
by Government as representing the whole com- 
munity, as any action towards demonetising 
existing currency, without due provision be- 
ing made for withdrawing the coin so demone- 
tized, would lead to disastrous results amongst 
the less enlightened classes of the population- 
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The opinion of the members of the Straits 
Currency Commission of 1893 was divided 
into those who wished for a dollar following 
the fortunes of silver and those who advocated 
the Colony being included in the Indian cur- 
rency system. We believe it will be admitted 
from a perusal of this report that a dollar fol- 
lowing the fortunes of silver is detrimental to 
the general interests of this Colony ; whilst as 
to the suggestion that the currency of the 
Colony should be joined to that of India, al- 
though that might have been practicable in 
1893, it will surely at the present time be ad- 
mitted that the difference in parity between 
the rupee at about ljAd and the dollar in the 
vicinity of l]\0\d. is so enormous and would 
involve such a complete dislocation of trade as 
to render such a course extremely hazardous. 
In this connection it should be noted that^ 
taking 1 /4d as the present value of the Indian 
rupee, to include the currency of this Colony 
under that system would be equivalent to rais- 
ing the dollar here to 3/, — l/4d bearing the 
some ratio to 2/ (the old par value of the rupee) 
as 3/ does to 4/6 (the old par value of the dollar) . 

As the result of enquiry made by us early 
in September, we have been informed that 
16,000,000 British dollars had already been 
coined at the Bombay mint, and from the 
large amount of silver then and now waiting 
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coinage at Bombay into British dollars, the 
amount is likely very soon to exceed. 
$20,000,000. We do not suggest that the 
Government should consider any scheme which 
would involve the Colony taking over these 
$20 millions on a basis of 2/- per dollar, as a 
large portion of the coin is not in the Colony 
nor in the Federated Malay States. We do 
not suppose there are more than $10/1 2,000,000 
of all varieties of dollar coins in circulation 
at the present time thoughout the Colony and 
Federated Malay States. We recommend the 
adoption of the English sovereign as the basis 
of our Currency with a Straits dollar, — fixed at 
the value of 2/ — subsidiary to it. The present 
subsidiary silver coinage to remain as it is. 

The procedure of the Government would 
be not to let its intention be known, and, when 
a decision is arrived at, to pass a law at one 
sitting of the Legislative Council, and imme- 
diately thereafter issue a notification to the 
effect that, during the term sufficiently brief 
to prevent importation, all dollar coins then 
legally current in the Colony would be receiv- 
ed at certain specified places and Government 
Currency notes given in exchange, and that ? 
after the expiry of such term, the British, 
Mexican, and other dollars in circulation 
would be demonetised. The Federated Malay 
States would have simultaneously to promul- 
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gate the same law. The recently passed Cur- 
rency Note Ordinance would have to be 
amended in the direction of relieving the Gov- 
ernment, for the period of three or four 
months, of the obligation of paying coin in 
exchange for its notes, and during that time 
the Government would have to raise a tempo- 
rary sterling loan in London and import a gold 
reserve in sovereigns. The position of Bank 
iiotes would not be affected, except that the 
law must provide temporarily for the Banks 
holding Government notes as a reserve against 
their own notes, and paying Government notes 
against their own notes. No current debts 
would be affected by the transition, they be- 
ing made payable in the new currency, at the 
fixed rate of $10 to the £*. With the large 
stock of silver that would come into the Gov- 
ernment's hands, a limited number of Straits 
subsidiary dollars could be coined, and these 
could conveniently be only 60% to 75% of the 
weight of the present dollars. The Government 
would have to submit to a loss in disposing 
of the balance. Before making change in 
the currency, the Government, to protect them- 
selves against possible further depreciation 

*Here is a mistake somewhere. The Chamber 
evidently sees and says that the relations of Debtors 
and Creditors should not be disturbed. But the action 
they propose would it is equally evident disturb these 
relations. — A.H. 
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of the metal, might contract to sell silver 
for forward delivery, and subsequently cover 
such sale with the demonetised dollars as 
these are received and converted into bullion. 

Our view is, that if judiciously managed, 
the conversion to a Gold Standard, on lines 
as indicated above, could be effected without 
greater cost to Government than they would be 
compensated for within a short period'of years. 

As an instance of such compensation, let 
us assume that there may be a further serious 
decline in the value of the dollar, say to l/6d. 
In 1896 the Government remittances for this 
Colony for "Home Charges," at the higher 
rates of exchange then ruling, amounted in 
round figures to £88,000 : let it be taken that 
exchange compensation for 1898 will, with the 
dollar at 2/-, be about £14,000 : to this should 
be added, for account of the Federated Malay 
States, the further rough estimate, for 1898, 
of £50,000 for "Home Charges and Exchange 
Compensation." These give a total (estimat- 
ed) of £152,000, which sum, at 2/- exchange, 
would involve an expenditure by the Colony 
and Federated Malay States of §1,520,000; 
whereas, if the Government had to provide the 
dollar equivalent of £152,000 at exchange 1/6, 
the cost would be $2,02(i,666, a loss, if the 
dollar should fall to that rate, of $506,666 
annually. 
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Extract of letter of Singapore Chamber of 
Commerce to Government. 



Singapore 
17th December, 1902. 

The Committee of this Chamber recom- 
mends — as did the Sub-Committee of 1897 — 
the British Sovereign as the basis of a new 
currency. 

As regards the method by which Fixity 
should be introduced by Government, the 
Committee of this Chamber is still of opinion 
that the plan outlined in the Sub-Committee's 
Report of November 6, 1897, will best form 
the basis for formulation of a scheme upon 
which Government might proceed to make 
early preparations, and thereafter act upon 
short notice. 

It seems to the Committee of the Cham- 
ber that if Government decides to introduce 
fixity of exchange it will not be to the advan- 
tage of the Colony that the suggested details 
of any scheme should be known to the public 
beforehand, or even be supposed to be what 
will be acted upon by Government. If con- 
version is to be brought about, it will probably 
be much facilitated — and cheapened to the 
Colony — by the public being kept in igno- 
rance of the arrangements and provisions by 
which Government would have to precede 
the act of conversion. For this reason it will 
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be perhaps be well that the committee should 
not in this communication put forward sugges- 
tions of a detailed nature. These, if desired, 
can be made the subject of conference or 
communication verbally. 

On the question of the cost to Govern- 
ment of bringing about Fixity of Exchange 
for the Colony, the Committee of this Cham- 
ber cannot safely give an estimate, and feels 
that Government will be better placed to gain 
an approximate idea of this, than is the 
Chamber. 
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" 6. Tlie first of these relates to the ques- 
tion of the ratio between gold and silver to be 
adopted in the proposed international agree- 
ment. The difference in the market value of 
the two metals is in the proportion of about 35 
to 1, whereas the ratio proposed is ] 5| to 1 ; 
and his lordship cannot avoid the conclusion 
that the adoption of a ratio differing so widely 
from that which actually obtains between the 
two metals at the present time constitutes in 
itself a most serious, if not insuperable, objec- 
tion to the proposals under consideration. — 
Correspondence on proposals Special Envoys 
from United States 1897. India Office to 
Treasury, October, ISth 1897. 

''The first result of the suggested measures, 
if they even temporarily succeed in their 
object, would be an intense disturbance of 
Indian trade and industry by the sudden rise 
in the rate of exchange, which, if the ratio 
adopted were 15^ to 1, would be a rise from 
about 16d. to about 23d. the rupee. Such a 
rise is enough to kill our export trade, for the 
time at least. If the public were not convin- 
ced that the arrangement would have the effect 
intended, or believed that it would not be 
permanent, the paralysis of trade and industry 
would be prolonged and accompanied by acute 
individual suffering, none of the advantages 
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expected would be attained, and the country 
would pass through a critical period and 
would retard its progress for years. How long 
the crisis would last before normal or stable 
conditions were restored it is not possible to 
conjecture. It would be long even if the 
mercantile and banking community saw that 
silver was being steadily maintained at the 
prescribed ratio, while an indication of un- 
steadiness would greatly prolong the period by 
giving foundation for doubt. If the doubt 
should happen to be justified by the results, 
the position would be disastrous alike to the 
State, to individuals, and to trade generally. 
The exchange value of the rupee having risen 
suddenly, without any intermediate steps, 
from 16d. to some higher figure, it would 
fall quite as suddenly to a point far lower 
than its present level, probably to 9d., or 
even lower. Such a fall would, apart from 
other disastrous results, necessitate the im- 
position of additional taxation to the extent of 
many crores. — Correspondence on proposals 
Special Envoys from United States 1897. 
Government of India to India Office. 

" 65. We also desire to point out that the 
rate of Is. 4d. is that of the present day ; 
prices in India . may be assumed to have 
adjusted themselves to it, and the adoption of 
a materially lower rate at the present time 
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would cause a distinct and, in our opinion, 
a mischievous disturbance of trade and busi- 
ness. The onus probandi rests on those who 
would now propose a different rate. Between 
the rate of Is. 4d. and the rate determined by 
the bullion value of the rupee, there is no one 
rate which can be described as natural or 
normal, rather than any other rate. 

" 66. Various proposals have been made 
for disturbing the existing rate by the substi- 
tution of another rate. It has been proposed 
to fix the rate at Is. l\A., Is. 2d., Is. 2 T 1 T ., 
Is. 3d., and Is. 6d. All these proposals are 
arbitrary, and involve a dislocation of the 
existing ratio between rupee prices aud sterling 
prices. For such disturbance no adequate 
reasons, in our opinion, have been adduced. 

We see no sufficient reason for altering 
the existing relations of prices and essential 
conditions of contract expressed in Indian 
currency, or for reversing the course of 
exchange and returning to some basis of value 
which may have prevailed during the interval 
between the fall and partial recovery in the 
sterling value of the rupee, and which does 
not possess elements of permanent rate should 
be that which has been adopted as the pro- 
visional rate in the past, and which is also the 
market rate of to-day, viz., Is. 4d. for the 
rupee. — Indian Currency Committee 1899. 
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1893 — Singapore Free Press. 



Extract from Article 
" THE RUPEE AND THE DOLLAR " 

BY 

August Huttisnbach. 



The currency problem of the Straits and 
Dependencies, as long as an immediate bring- 
ing about of stability between our tender and 
gold is left out of the question, consists in 
creating a tender or system which includes all 
of the following conditions : — 

(1) Can do all the work of the Mexican 

dollar. 

(2) It must do away with its disad- 

vantages. 

(3) It must enable us, within not too 

long a period, to go over, if such 
a course be found advantageous, 
to a currency establishing stability 
with gold. In other words, it must 
enable us hereafter to imitate or 
join India. 
Imitate India we cannot, as we are now 
situated, because we control no coinage. 
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We suggest the following scheme. 
Asa temporary measure and in order to 
prepare the ground we operate, to begin 
thus : — 

(1) We provide a dollar called the 
Straits Dollar, exactly representing in 
weight and fineness two Rupees ; the 
half-dollar identical in intrinsic value 
with the Rupee. The Straits Dollar is 
coined for Government only ; no free 
coinage. — Singapore Free Press (Weekly 
Edition), llth July, 1893. 
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BRITISH OR STRAITS DOLLAR? 

To the Editor of the Straits Times. 

Sir, — Originally the Straits and Hong- 
kong asked jointly for the British dollar. 
At that time, the desirability for fixity of 
exchange had not been faced as yet. To 
those who wish now as they did then that 
the currency of these countries must follow 
for good the fortunes of silver, the position is 
still the same and no necessity exists for 
altering their attitude towards a British 
dollar. 

But, for those who wish now or hope to 
see in the future fixity of exchange the 
position has altered, and on reconsidering the 
subject, they might see fit to alter their 
desire for a British dollar. 

For them, there might now be reasons, 
no more to advocate it. For the purpose of 
fixity, a British dollar might be no assistance 
perhaps even an impediment. It is not only 
conceivable but likely that Hongkong will 
stand by silver, even should the Straits desire 
eventually to adopt a stable currency. The 
British dollar is proposed to be made common 
to the two Colonies. 
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And, thus, the British dollar could not 
be used for a change in currency on the part 
of the one without the other being agreeable 
to the same change. If, for instance, the 
Straits should desire alteration and Hongkong 
decline and claim to retain the British dollar 
for her use, we should have to rid ourselves of 
the British dollar in addition to the Mexican 
and Yen ; at least, we could not use it for 
our purpose. 

But, assuming that the two countries 
should agree to establish and adhere to a 
common currency policy, even then the British 
dollar would be no help in the acquisition of 
stability. If such a coin took the place of 
the Mexican and Yen, its circulation might 
easily amount to several hundred millions in 
a few years. And it would then be impossible 
even for both Colonies combined, to attempt 
to manipulate that coin after the manne r 
India is now in course of manipulating her 
Rupee. 

The circulation of a British dollar would, 
after the lapse of a few years, have so 
enormously expanded as to make any con- 
traction hopelessly impossible. It would not 
be the coin circulating in the Straits at the 
time that would give the trouble, but those 
far away in the interior of China and Japan. 
Were any combined action of Hongkong and 
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the Straits intended to give the British dollar 
a fixed value to fix it at a higher value than 
its intrinsic worth, every dollar extant would 
find its way back to us for exchange. Thus, 
at an assumed difference of 6d. each and a 
coinage of only two hundred millions, there 
would, to begin with, be a clear expense of 
some forty million dollars to be met before 
any contraction could take place. 

And presuming these arguments to be 
correct, viz, that Hongkong will eventually 
be suited best by a currency following the 
fortunes of silver, this loss would fall upon 
the Straits alone. Or,- if the two countries 
stuck together, it would at the best, have to 
be divided. Thus is a British Dollar imprac- 
ticable. 

The position would appear to be that 
a British dollar, as a step in the direction of 
fixity would be of no more use, but might be 
of more harm than the Mexican and Yen. 
The British dollar, as at present contemplated, 
can never help to give the Straits the control 
of a currency of its own. Nor can it be a 
step in the direction of obtaining fixity of 
exchange. Indeed, as we see above, it would 
rather retard the attainment of both of these 
objects. i 

If it is desired to create a coin which 
shall, firstly, be under the complete control of 
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the Straits, and secondly be able to serve in 
case of need, as a step in the direction of 
obtaining fixity of exchange, it must be a 
coin which shall belong to the Straits alone, 
because the Straits might, sooner or later, 
wish to follow a policy of their own. And 
it would require to have such qualities as 
would prevent an expansion of its currency 
beyond our borders. If the Straits could 
exercise such control over it as would enable 
us only to stop its mintage, that control 
would be useless because it would be incom- 
plete. 

India's control is complete, because her 
rupee is practically current only within her 
own borders and not in China and elsewhere. 
The coin containing these necessary qualities, 
must therefore be one which, while doing in 
the Colony all the service of circulation, will 
practically not travel beyond it. It must be 
a currency which, starting its existence 
expressly with keeping in view the possibility 
of a need of an eventual contraction, provided 
such a possible resource. This can only be 
achieved by a Straits dollar, either for the 
time being, silver or even that " greatest " of 
all tokens, a paper currency. And many who 
would oppose the latter and on good grounds, 
as a permanency, might recognise it as a 
desirable, perhaps the best interim measure. 
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Thus, if it is wished to keep a free hand 
momentarily, in the hopes of securing fixity 
of Exchange at a future date, it would appear 
that a British Dollar should be objected to by 
the advocates of future fixity of exchange, at 
any rate not looked upon as a step towards it. 
It appears also that it might be expedient or 
advisable that the Straits Government should 
not lend itself to any further responsibility 
towards a British Dollar than it does at 
present towards the Mexican and Yen. 

(Signed) A. HUTTENBACH. 

Straits Budget, 

6th February, 1894. 
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THE PROPOSED GOLD STANDARD. 



INTERVIEW WITH MR. HUTTENBACH. 



Some Difficulties and Their Solution. 



Mr. HUTTENBACH' S " P. P. G." 

On Friday, a representative of the Straits 
Times interviewed Mr. Huttenbach on the 
subject of the proposed change in the currency 
of the Colony. Though on the eve of his 
departure for Europe, Mr. Huttenbach con- 
sented to discuss the subject, but he pointed 
out that, in the circumstances, he could n ot 
do so with all the thoroughness that the 
importance of the subject demanded. 

"I regret," said Mr. Huttenbach, "that I 
have only time to refer to some of the points 
that 1 have been thinking about, and even 
upon these points I can but barely touch." 

A NECESSARY PRELIMINARY. 

" What strikes me, first of all as being 
absolutely necessary before making any 
change," Mr. Huttenbach said, " is a thorough 
and complete collection of evidence and in- 
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formation to the point, so that those who will 
have to deal with it will have the complete 
situation, with all its difficulties, before them. 
If this is not done, the attempt will probably 
again lead to nothing, the same as the report 
of the Currency Commission of 1893. The 
Secretary of State's expert advisers will either 
have to formulate a scheme, if it gets as far as 
that, or they will have to examine any 
scheme that is submitted from this Colony. 
They know that currency legislation is the 
most dangerous and delicate of its kind. They 
will require, therefore, to know, and to know 
intimately, the peculiar circumstances of the 
Colony, and we will have to make out a com- 
plete case. The difficulty is not what we 
would like to get, but how we are to get it — 
how it is to be done. Of all questions affecting 
trade, the question of currency is the most 
important, and no popular visions or ideas can 
carry weight." 

A DIFFICVLT QUESTION 

AND THE REASON WHY. 



" When this investigation is properly 
undertaken," said Mr. Huttenbach, " the ex- 
perts will arrive at the conclusion — and I say 
this without hesitation — that the currency 
problem in the Straits Settlements is the most 
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difficult in existence : the most complicated 
that has ever come before them. Some of my 
reasons for such an opinion will become 
apparent as I go on, but I may say here that 
two of the reasons are that it is because we 
have no currency of our own, and because we 
are only a few people who are entirely depen- 
dent on the surrounding countries. There will 
be dangers if the surrounding countries use 
our proposed new currency, and there will 
also be dangers if they do not." 

" You are, I take it, in favour of a 
gold basis ? " — " Yes, certainly, and not 
only of a gold basis, but a gold currency. 
There can be no two opinions about it, 
and it will be easy to show the necessity 
for it. The difficulty is to bring it about. 
When the question is gone into, it will be 
found that the existing currency difficulties 
do not affect the Europeans nearly so much 
as the native and Chinese populations. The 
Europeans can more or less look after them- 
selves and pi'otect themselves against the 
variations of exchange. But prices are 
rising, the wage-earners must suffer, and the 
Colony, as a whole, is getting impoverished 
year by year. 

This must sooner or later re-act on 
Government, and a budget will become im- 
possible with a ruined country. It is, there- 
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fore, the duty of the Government, as I 
understand such duty, to take up the 
question." 

OTHER COUNTRIES MUST BE CONSULTED. 

" Such an inquiry as I have suggest- 
ed will also show that the five hundred 
thousand people of the Straits Settlements, 
who are entirely dependent upon their 
neighbours, though they have much in- 
fluence on them, cannot proceed without 
an understanding with those of our neigh- 
bours, who at present have the same cur- 
rency as we have. To use a rough parallel, 
I would say that for us to attempt to deal 
with the difficulty alone would be as absurd 
as for the people of the Channel Islands 
to attempt to reform the British currency. 
Before any currency reform can be thought 
of here, we must, in my opinion, have a 
convention or a sort of currency union 
fixed by treaty between us and those 
countries who would use, or probably wish 
to use our currency. 

" But will these countries be prepared 
to forsake silver?" — "Well, they are not 
doing so, and that is an obvious difficulty 
of the situation upon which I wish to touch. 
We will have to see that a sufficient number 
of those countries upon which, our trade 
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rests will go with us in the change. We 
have to see that what we shall gain, on 
the one hand, by a fixed currency we shall 
not lose, on the other hand, by the loss 
of trade with those countries which prefer 
to adhere to the present system. I take 
it as agreed, of course, that, especially in 
our transit trade, a difference of standard 
between us and adjoining countries might 
mean the loss of that trade. Hongkong has 
wisely refused to go in for a gold currency, 
because China uses silver, and Hongkong 
wants to maintain her trade with China. 
Siam and the countries of the Malayan Archi- 
pelago are our China, and it is to our highest 
interest to adapt ourselves to the currency of 
those countries. It is a question of proportion. 
We do not necessarily need the co-operation of 
all, but we need the co-operation of the most 
important. It is a serious point, but it is 
only one of the problems that will crop up 
when the whole question is gone into. A 
fixed currency will be no good to us unless 
we can keep our trade ; and, unless the 
countries with which we do our trade also 
have a fixed currency, there seems to me a 
grave probability of our losing our trade 
with them. If we have Siam and the Malay 
States with us, the exigencies of trade, I 
believe, will force the others to follow. 
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SIAM TEE KEY OF THE POSITION. 

"In addition to this point which is of 
primary importance," continued Mr. Hutten- 
bach, " one has to consider the confusion that 
would arise if some of the countries with which 
we at present trade were to resort to the gold 
standard, and the other portion to retain silver. 
There would be a great risk of the whole 
scheme becoming inoperative. If, for instance, 
we did not carry Siam — and Siam is, I think 
the key of the position — it would mean that 
the Siam trade would go past Singapore, and 
would be done in Siam itself by the European 
firms, who would be able to sell to the people 
in their own currency. 

" What of our trade with Java, with whom 
we have all along been trading on a different 
standard ? " — " True, we have been carrying 
on trade with Java, which has a different 
standard, but at present we are trading on a 
depreciating standard, which gives us an 
advantage. On a gold standard, we should 
be trading on an appreciating standard, which 
would at once place our transit trade at an 
enormous disadvantage with silver-using 
countries. There can be no doubt about this, 
or all the object lessons of the past are of no 
effect. It may be said that the silver-using 
countries will not follow us. Well, we can 
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only try. Personally, I think that Siam will 
go heartily with us. The King, just returning 
from Europe, imbued with European ideas, 
and wishing to open up his country, should, I 
think, be well aware that be cannot make that 
progress possible without a gold currency." 

ANOTHER DIFFICULTY. 



" Another difficulty, and a very serious 
one," Mr. Huttenbach proceeded, " is that we 
have no currency of which we control the 
coinage, and it seems to me that, until we 
have such a coinage under our own control, it 
is useless to think of currency reform. A coin 
must be introduced, and that coin must be 
the basis upon which any alteration must start. 
Until that coin has been properly introduced, 
and has effectually driven out other coin, I do 
not see how we can introduce a gold standard. 
To introduce such a coin is, however, not 
difficult. But, until such a coin had, as it 
were, grown into the Colony, there would, I 
think, be the greatest confusion caused, and 
even resistance, by the introduction of a gold 
currency. What is to happen in the case of 
debts, contracts, mortgages, and so on, if a 
new coin is to be suddenly introduced to 
replace the old one ? Of course, you could 
get over this by legislative enactment, but the 
natives would probably think that they had 
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been robbed, and a most serious state of affairs 
might result. Any new scheme, I think, 
would be abortive if it were introduced along- 
side of the old silver which it was required to 
demonetise. We know our Chinese dealers 
too well not to know that, in such circum- 
stances, they would wish to pay in the old coin. 
In Germany and Japan the old coinage 
was called in and exchanged, but this, of 
course, is out of the question here, where 
we have no coinage of our own. The reform, 
if it is to be successful, must be unpev- 
ceived. The dollar must be there, and the 
people must not know that anything has 
been done with it, just as in the case 
of India and the rupee. There, not one 
out of a hundred thousand people in India 
knew that anything had been done with 
the rupee. I also think that any scheme, 
if it is to be carried through in the best 
possible way, should be entrusted to the 
local banks jointly, between whom and the 
Government there must be an under- 
standing to work for a payment, whatever 
that payment would be. In all other 
countries, there are central or Government 
Banks which are the agents of the 
Government, and to whom the Government 
entrusts such operations. But, as we have 
no such bank here, we must use the next 
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best material we have. Our local banks 
have numerous branches which will prove 
of considerable advantage, and thus perhaps 
make their agency even more useful than 
that of a central or Government bank. 
At the same time, I which to make it 
quite clear that I think this currency ques- 
tion is not a banking question. A banker 
might be the cleverest of bankers and yet 
not be an expert in currency matters, just 
as a dealer in telescopes might, but need 
not be, an expert in astronomy." 

WANTED A STRAITS DOLLAR. 

" Now, Mr. Huttenbach, you have point- 
ed out a number of difficulties. What is 
your remedy? What do you think ought 
first to be done ? " — " From what I have 
said, you will see that the matter is not 
so simple as many people imagine, and yet 
I have merely touched upon the fringe of 
the subject To go into it thoroughly would 
take a considerable amount of time. Now, 
if you ask me what I think should be 
done, and the only thing I think that 
need be done at present, my answer is a 
simple one. It is to introduce, without a 
moment's further loss of time, a Straits 
Dollar, of which we shall control the 
coinage. With the co-operation of the 
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banks, the new Dollar could be kept within 
the right limits of issue. The new Straits 
dollar should, until the gold scheme was 
put into practice, follow the fortunes of 
silver. There need not only be no loss of 
time, but time would be gained. By the 
time they were ready to introduce a gold 
currency, the Straits dollar could have 
been introduced, and the introduction of 
the new standard would be facilitated, while 
time would be saved. 

" Supposing that in the meantime, silver 
fell heavily ? " — " Then you would have to 
make your sovereign worth more dollars. 
And the dollar should be, I take it, as 
near as nearly as possible at the day's 
yalue of silver when the scheme is put into 
practice. What I want to say is that, if 
you begin by introducing a Straits dollar, 
the whole scheme could be put through 
just as quickly as if no Straits dollar had 
been established. It will take you a lot of 
time, anyhow, to get a new scheme examined 
and sanctioned. Of all legislation, I repeat 
currency legislation is the most delicate, and 
is liable to kill the patient if carried out by 
unskilful hands. Therefore, as there is sure 
to be no hurry in the matter at home, there 
needed be no undue hurry here — Chi va piano 
va sano. With a Straits dollar in circulation, 
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the gold standard could be introduced without 
disturbance, the coin becoming the subsidiary 
coin to the sovereign. If, on the other hand, 
we are not allowed to have a gold currency, 
it would commit us to nothing, while, if 
allowed latter on, we would be prepared for 
it." 

"What about the note issue ?"—" That 
will be of great assistance the moment it is 
introduced, because it will be to some extent 
a substitute for coin of which we control the 
currency. 

" It may be asked why not use the 
British dollar, closing the mints to its further 
coinage, but I do not think the Secretary of 
State would allow it to be taken away from 
Hongkong. Besides, I am very much afraid 
that the issue of British dollars is already too 
large, and it would cost too much to contract it 
sufficiently for our purpose. I can say this 
all the more confidently because I was at the 
time alone in warning the Colony against the 
British dollar, and advocating a Straits dollar. 
Three days after the Indian mints were closed 
I wrote that a Straits dollar was now neces- 
sary if the Straits Settlements ever wanted to 
go over to a fixed currency. Again, while 
the discussion as to the introduction of a 
British dollar was coming on, I wrote to the 
Straits Times, pointing out that it would not 
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be, as was then unanimously held by Singa- 
pore, a step in the direction of fixity — I mention 
this is no bragging spirit. But, seeing that I 
was right on that occasion, perhaps people 
will take kindly to these present warnings and 
will perhaps allow them to carry some weight." 
In conclusion, Mr. Huttenbach said : " I 
am really very sorry that I have not been able 
to go into the subject more thoroughly, but, 
if needs be, I might be of some use in this 
direction while at home. However, I leave 
this interview as my ' P.P.C/ to the people of 
the Straits: ' P.P.C— ' Pray Protect Cur- 
rency.' JSTo man can be more eager than I 
am to have a fixed currency, but I can well 
see that this must be effected with due care 
and protection, otherwise we might do irre- 
parable harm to the trade of the Colony. 
Because I fear any scheme, if not common 
under proper agreement to the major part of 
our transit trade sphere, and not starting 
from an introduced coin, cannot but become 
the greatest possible danger as well to our 
trade as to our finance." — Straits Times, 8th 
December, 1897. 
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OF CURRENCY. 



AN INTERVIEW WITH Mr. HUTTENBACH. 



HE APPEALS TO FEDERATED MALAYA. 

HE GALLS ON THE PLANTER AND 
THE MINER. 

Our readers will have noticed that Mr. 
August Huttenbach recently delivered an 
address at the Selangor Club, Kuala Lumpur, 
on "The currency of the Federated Malay 
States." The lecture was well summarized 
in the Malay Mail, and was followed by 
a discussion among those present which 
seemed to show that the currency question 
is fully recognised by many men in the 
States as one of the utmost importance. 
As the question has likewise been agita- 
ting the Colony for a good time past, we 
thought it desirable to elicit more details 
from Mr. Huttenbach than a summary — 
such as that of the Malay Mail — could give. 
A representative of the Straits Times, there- 
fore, called on Mr. Huttenbach to interview 
him and get some further expression of 
his views ; Mr. Huttenbach readily complied 
with the request of our representative. 
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TO SET THE BALL ROLLING. 

" First, I asked Mr. Huttenbach," writes 
our representative : " Why did you choose to 
lecture in Selangor in preference to Penang 
or Singapore V 

" Because," Mr. Huttenbach replied, " the 
way to a fixed exchange for the Straits 
is via the surrounding countries from which 
we get our trade. There is the key to any 
healthy cnrrency reform for the Straits. 
We cannot proceed unless they follow us. 
In Siam, we know reform is already under 
consideration. It remains to make the still 
more important country, the Native States, 
likewise begin to at least consider the 
question. I wanted to lay the seed, to set 
the ball rolling. That was the reason of 
my lecturing on the spot in the Native 
States and not in the Straits." 

" And what a sort of reception did you 
have V I asked. 

" I was quite satisfied. The position was 
certainly understood by those present, and 
the discussion which followed the lecture 
was of an intelligent and high standard. 
I feel that the seed has been laid, and 
that a good many of the gentlemen who 
were present will take up now and study 
the question seriously, especially as, after 
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all, it affects their own pockets very much 
and the interests, prosperity, and security 
of revenue of the country they live in. 
And, once they do study the question seri- 
ously, I am convinced that there is only 
one conclusion they can arrive at, namely, 
a conclusion in our favour/' 

HOW TO SECURE FIXITY. 

"And why did you lecture just at this 
time, Mr. Huttenbach ? " 

" Because I felt the question had been 
allowed to be dormant for too long in the 
Straits. Either fixity is wanted here or it is not. 
If it is wanted, it should be constantly agitated 
for. But the moment exchange is a little 
steady — as it has been for a wonderful long 
time past — the whole thing is allowed to go to 
sleep. That, I think, is just the reverse as it 
ought to be. The violent fluctuations are sure 
to come again sooner or later, and then there 
will be the outcry for fixity again. But 
that would just be the worst time for 
action. Just when exchange is comparatively 
steady, as it is now, is the time to advance 
step by step — and the quicker the better — in 
the desired direction. My address was also 
meant as a reminder in that direction to the 
many influential, well-meaning men who desire 
fixity for the Straits. It is a reminder to pro- 
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ceed at last to the formation of the much- 
needed " Currency Association," with branches 
at all important places we trade with, and 
agitating there continuously until we reach 
the goal. That is how India went to work, 
and the results showed that India operated in 
the right way." 

THE QUESTION 18 NUT DIFFICULT. 

" You said in your Selangor address," I 
remarked, " that the currency question is no 
more a difficult one." 

" That," replied Mr. Huttenbach, " refers 
more to the Native States. They are practi- 
cally — while the Straits are not — on all fours 
with India. And for India we have now the 
unanimous — mind the unanimous — verdict of 
experts through the opinion expressed in the 
report of the Indian Currency Commission, an 
opinion backed by the unrefutable and con- 
vincing arguments and reasons set forth in the 
evidence. After that there is no more " a 
question" for India, and thus likewise not for 
the Native States. The necessity of a fixed 
exchange in India has been proved ; and 
thereby equally for the Federated States. The 
conditions precedent in the Straits are 
different. In the Native States they are 
practically the same. In fact, I went so far 
in my lecture at Selangor as to say that, if 
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the position in the Native States was once 
understood, the Secretary of State would be 
compelled to insist on fixity for the Native 
States. It would be his duty. If it was a 
boon to the Native States — and the Indian 
report proved it so to be — it would be his duty 
to see that they got the boon — whether they 
wanted it or not. The due responsibilities of 
Government conceded there would be no way 
out of this." 

THE INDIA N REPORT. 

" Why do you think so strongly as regards 
the Indian Currency Commission's report V 

" Well, remarked Mr. Huttenbach," you 
have only to read the report and the evidence 
It proves beyond doubt that, apart from Gov- 
ernment urgencies, a gold standard is to the 
advantage of India taken as a whole : that 
even in a producing country the absence of 
fixity of exchange is no advantage; that when 
in rare cases it is to a slight degree temporary 
a small advantage to the capitalist, it is con- 
currently a much larger disadvantage to the 
wage earner. It is shifting an increased 
burden on the wage earner because wages 
follow slowly only, while cost of living rises 
instantly. The evidence in that respect is 
conclusive. If those who had been so long 
against it had still a leg to stand upon, they 
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would not sit down so quietly as they do now 
in India, Ceylon, etc. They are satisfied. They 
have now the material there to satisfy them, 
and, having studied it, the vast majority — 
except the agitators for agitation sake, and 
there will always be some — are convinced now 
that what is done is for the general good 
And rightly so. 

THE NATIVE STATES. 

"Was that your strongest argument as 
regards the Native States having a fixed 
exchange ? " I asked. 

" No, by no means. My strongest argu- 
ment and the one which I tried to impress 
most was one on which, strange to say, even 
no great stress is laid in the Indian report. 
It is that the present system is for all — Gov- 
ernment and all private individuals alike — 
nothing but a great gamble — a perpetual un- 
certainty — by which nobody's income is cer- 
tain from one day to another and by which 
those who are under its influence have con- 
stantly their own existence and the existence 
of those dependent on them at stake." 

"Why do you think so V 

" Because of the uncertainty the direction 
exchange will take. It is a mistake to think 
that exchange can only fall. No man will 
dare to say that one day it may not also rise ; 
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and many seem to think that we are on the 
eve of a rise. Anyhow, we never know now 
where we are. And what I tried to impress at 
Selangor is that this is more important to the 
Native States than to the Straits. Given a 
good rise in exchange to-day — and nobody 
can deny that such a rise is possible — and 
to-morrow the price of all their produce will 
be reduced, may be by half. This possibility 
is there as well for tin as for coffee, and might 
spell ruin every day to those concerned. This 
means uncertainty not only for all their in- 
dustries, but just as much for the Government 
revenue. This seems a most undesirable and 
unhealthy position to be in. And besides, 
however exchange goes as at present, a pre- 
mium has always to be paid. By the mer- 
chants in the Straits nominally, but actually 
it is paid by the consumers in the States, on 
whom it falls in the end." 

THE EFFECT ON LABOUR. 

I asked Mr. Huttenbach how the present 
system affected the labour supply. 

"Most adversely, I think. The Indian 
coolie is aware of the instability of the dollar, 
and it deters him to a great extent from 
coming." 

"But how about the Chinese coolie, the 
backbone of the mining industry ? " 
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" That is just one of the many bogies that 
have been hung round this question. When- 
ever there is money to be made, you may be 
quite sure the Chinese labourer will come. 
And, with a fixed currency, there will be 
more capital flowing in, more enterprise, the 
country will be opened up better. More 
money will be made. Take cases like Austra- 
lia. There is a country with a fixed exchange, 
and the Chinese would flock there were it not 
for legislation. With fixed currency, I dare 
say the Chinese will not only continue to come 
to the Native States, but they will come in 
larger numbers than before." 

"When the producer has once fully realis- 
ed the advantages of fixity," Mr. Huttenbach 
added, " he will be much more eager to imitate 
the example of India than the merchants are 
already. We have to pay for it, but we can 
at least secure ourselves against the risk of 
exchange. The producer cannot. He is 
helpless, and he has the uncertainty of ex- 
change perpetually as a sword of Damocles 
hanging over his head. Apart from the stat- 
istical and commercial position of silver, the 
value of his labours is at the mercy of the 
action of foreign Governments or speculators." 
In answer to another question, Mr. Hutten- 
bach went on to say that the establishment of 
a fixed exchange offered, as far as the Straits 
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are concerned, difficulties, though no more 
insurmountable ones. But even these difficul- 
ties, he thought, did not exist for the Native 
States. In the Native States the thing would 
be comparatively easy. They are, so to say, 
self-contained. They have no protecting and 
keeping of a transit trade to consider and they 
have undoubtedly a most favourable trade 
balance, all things which make matters easier. 
And in some instances the process would be 
even easier than in India itself, because the 
Native States are a young country and thus 
everything is more flexible there, more elastic. 
To start with there is no hoarding, there is no 
redundant currency, and you have a popu- 
lation more easily adapting themselves to 
innovations than the Indian population. 

QUE NOTE ISSUE. 

" I see that in Selangor you made some 
reference to the note issue of the Straits 
Settlements. How does that come in ? " 

" It was always held that one of the 
obstacles in the way of currency reform was 
that the Straits had not the control of a " coin 
of their own." The control of a " medium of 
exchange " of their own would, I think, have 
been expressing it better. The Government 
note issue, if properly organized, and the one 
dollar note will for that purpose be an indis- 
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pensable part of the organization — can be 
made to be all that is wanted in that direction . 
A sufficiently localised and contracted issue 
will be the " medium of exchange of our own," 
enabling us to reform. But with a view to 
sufficiently localising the issue, it would have 
been better not to have made the Straits and 
Native States one district in the Ordinance. 
The request to make Penang a separate district 
was not reasonable. But with the view to the 
possibility of the Straits preceeding the Native 
States in currency reform, or vice versa, it 
seems desirable that the Malay States should 
have been formed into a distinct circle of issue. 
That would have facilitated greatly the case 
arising, independent action without in the least 
obstructing joint action. But that little flaw 
can be easily remedied in more ways than one. 

" Don't you think, Mr. Huttenbach, that it 
would be a pity if the Native States under- 
took the change except jointly with Colony ? " 

" That depends, I like to take the good 
where I can get it frcm, and if we cannot get 
it from those who take the responsibility of 
acting for public interests in the Straits, I 
prefer to get it through the Native States 
than not to get it at all. If the States take 
the lead, I take it we will be bound to follow. 
We have here, so far, only dealt with this 
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important question in fits and starts. Instead 
of, once the necessity admitted, being ever 
alive, we have, the moment the shoe did not 
pinch any more, gone to sleep. Well, if we 
are to continue to sleep, I would not think it 
a pity if the States are awake and take the 
lead. And from what I have seen during the 
few days of my stay, when once they do get 
awake over there and realise their strength, 
they might astonish us in taking the lead in 
many things yet, unless we rise more to the 
occasion." 

THE QOSPEL OF FIXED EXCHANGE. 

"Well, what do you advise then that 
the Straits should be doing ? " 

"It follows from what I have said. 
The formation of the strongest possible 
Currency Association to preach the gospel 
of fixed exchange here and in all countries 
where we trade until they are in favour 
of it, and otherwise to do everything 
necessary to be properly equipped and 
ready for the reform, such as getting the 
one dollar note, preventing an undue ex- 
pansion of the Government note issue, etc. 
When we can carry the surrounding coun- 
tries with us, have the one dollar note, 
and a note issue kept so contracted ns to 
be serviceable in lieu of coin of our own, 
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